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Inflation increasingly widens 
the gap between industry’s 
reported and real profits — 
drastically weakening U.S. 
business investments in 
keeping competitive. 
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The cover: 

Inflation feeds itself by weakening U.S. industry’s ability to 
invest in the productivity improvements that help keep in- 
flation in check. The cover shows how inflation distorts 
financial results and produces a widening gap between 
the reported after-tax profits and real after-tax profits of 
U.S. nonfinancial corporations. Three factors account for 
this gap: underdepreciation, reflecting the difference be- 
tween what facilities cost originally and what they would 
cost if replaced at current prices; “phantom” profits on 
inventories valued via FIFO (first-in, first-out) accounting; 
and the decrease in the purchasing power of the dollar 
caused by general inflation. Compounding of these prob- 
lems by the present U.S. tax system results in decreasing 
the resources available for industry to invest in improving 
productivity and in supporting technological innovations 
such as those that underlie the GE operations illustrated 
on the cover. The impact of inflation is discussed further 
by the Chairman on page 5, and in the supplementary 
information on pages 28-30. 
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Services businesses — 


figuring big 


in General Electric’s future 


In its drive to sustain growth rates 
well above those for the U.S. econ- 
omy, General Electric is counting 
on growth from a 
number of busi- 
nesses that make 
no products 
and operate 

, but instead supply 
needed services at a profit to 
households, Government agen- 
cies and other businesses. 

The symbols here and on the 
front cover indicate the range of 
these GE businesses, 
from hard-hat engi- 
neering services 
to computerized 
information 
Services. 

And, as demon- 
Strated by the ex- 
amples that follow 
in this Investor, GE's serv 
ices businesses are delivering 
on their growth 
promises. 
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Over the past five 
years, GE services 
businesses have grow 
their earnings at an 
annual rate of about 
20%, at Superior 
levels of return on 
investment. Also, these 
businesses have been less affected 
by economic downturns than 
have manufacturing businesses. 
Expansion of GE services 
businesses is Supported by con- 
tinuing favorable growth rates of 
the services sector of the U.S. econ- 
omy. While high inflation rates 
and soaring costs for labor- 
intensive services have limited real 
growth in recent years, services 
industries have outgrown manufac- 
turing and construction segments 
of the U.S. economy. Latest avail- 
able figures show that, in real 
terms, U.S. services grew at an 
average annual rate of 3.4% for the 
1970-77 period, while manufactur- 
ing and construction rose 2.6%. 
GE improves on these aver- 
ages through selectivity. When 
analysis is limited to the princi- 
pal services industries in 
which GE participates, 
— growth rates for the 
1970-77 period averaged 
11.9% annually, far above 
the increases in manufac- 
turing and construction 
and well ahead of the 
8.7% average rise in total 
national income. 


The case histories of GE serv- 
ices businesses included in this 
Investor are representative of the 
Company's participation rather 
than comprehensive. In addition 
to the examples 
presented, GE 
services businesses 
include broadcasting 
and cablevision, 
and the General El 
Company Division (G 

General Electric and the. 
Broadcasting Corporation have 
negotiated an agreement, subject 
to approvals by Cox share owners 
and appropriate Government agen- 
cies, to combine Cox Broadcasting 
with GE’s broadcasting and cable- 
vision operations. 

GESCO provides distribution 
services through a network of 
supply centers stocked with GE 
and other products needed by 
contractor, industrial, commercial 
and utility customers. 

These plus other . 
General Electric 
service activ- 
ities give GE 
a large and 
growing stake 
in an industry 


economy’ : 
over half the worn forc 
performing services ra 
manufacturing goods. 


General Electric 
Credit Corporation 


Innovation in finance has 
carried it from a small in-house 
credit arm to the front ranks of 
U.S. finance companies. 


John W. Stanger 

President and General Manager 
General Electric Credit 
Corporation 


The General Electric Credit Corporation 
(GECC), which once existed solely to 
finance the sale of GE consumer products, 
has become the third largest diversified 
finance company in the U.S., with earning 
assets of over $6 billion in 1978 and con- 
tributing $77 million, or about six cents of 
every dollar earned for General Electric 
share owners during the year. 

How has this transformation from a 
small in-house credit affiliate to a national 
leader in the financing industry come 
about? ‘‘We’re problem solvers in financ- 
ing,’’ says John W. Stanger, president of 
this wholly-owned GE affiliate, headquar- 
tered in Stamford, Conn. ‘‘Our main 
strength has been in spotting the emer- 
ging financing needs of industry, commerce 
and the consumer, and developing special 
financing programs to meet those needs.”’ 

Innovation has played as large a part in 
the Credit Company’s growth as it has for 
General Electric product businesses. 


Stanger expresses the pride of his 
organization: ‘We've plowed new ground 
in financing. Back in the mid-1950s, when 
GECC first began to direct its attention 
outside General Electric, we pioneered a 
new financing service to the builders and 
buyers of mobile homes. Later, our people 
recognized the need of retailers to have 
their own credit card systems, and today 
GECC private label and customized credit 
card programs are at work for some 
18,000 retail firms. Another big step in 
innovation came with General Electric 
Credit Corporation’s introduction of 
‘leveraged leasing’ — by which the Credit 
Corporation utilizes the funds of major in- 
stitutional lenders to aid in the purchase of 
large industrial and transportation equip- 
ment and facilities which are leased to in- 
dustrial and transportation companies. 
These and other financing innovations, 
including fleet rental systems for con- 
struction equipment distributors and full- 


General Electric Credit Corporation's 
predecessor company was formed 45 years 
ago, primarily to finance the sales of GE 
consumer products. ¥ 


GECC still finances GE products, but the range 
now includes GE locomotives, GE-powered 
aircraft and heavy industrial apparatus, as well 
as consumer goods. GE products account for 
6% of GECC’s total receivables. A 
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service leasing services, have been the 
mainsprings of our growth.”’ 

In terms of earnings, GECC has been 
one of the fastest-growing GE businesses. 
Its 1978 earnings were up 15%, in line 
with the average annual growth rate it has 
maintained over the past decade. Com- 
ments Stanger: ‘‘Demand for our services 
continues strong in 1979. Present high in- 
terest rates push up our borrowing costs, 
but these increases are being offset by the 
greater volume of our business and by 
improved price realization for our services. 
This should be another good year for us.”’ 

The Credit Corporation’s growth in a 
wide variety of finance markets has cre- 
ated a broadly diversified company, no 
longer solely dependent on GE consumer 
products. ‘‘Now we also finance such 
other GE products as locomotives, medical 
equipment, mobile radios, GE-powered 
aircraft and heavy industrial apparatus. 
However, General Electric products 


account for only 6% of GECC’s total 
receivables,’’ says Stanger. 

Leasing has been a major factor in 
bringing about the change away from a 
total GE orientation. Stanger explains: 
‘““GECC is recognized as a leader in this 
form of financing, which provides an eco- 
nomical means of capital formation for 
many large and small businesses that 
cannot directly utilize the tax benefits of 
ownership. The more than $4 billion worth 
of industrial and transportation equipment 
in our portfolio covers a wide range. The 
Corporation has, as an example, become 
the owner of thirteen tankers and two con- 
tainerships — the largest tanker fleet (in 
dead weight tons) in the U.S. Merchant 
Marine — all of which are operated by major 
oil companies under long-term leases. 
GECC is also the owner of an offshore oil- 
drilling rig, locomotives and boxcars, 
commercial and business jet aircraft, 
computers and industrial facilities — all 
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of which are leased to operators at rates 
that are profitable for us as well as being 
advantageous to them.”’ 

In still another new move, the Credit 
Corporation has become a growing factor 
in the insurance industry. Its entry came in 
1971 when it acquired what is now the 
Puritan Insurance Company, a property- 
casualty underwriter. In 1973, GECC also 
acquired the Puritan Life Insurance 
Company. Says Stanger: ‘Insurance 
operations are a good complement to a 
finance company’s operations, since they 
generate cash without incurring debt.”’ 

Reflecting its growth and diversification, 
General Electric Credit Corporation has 
been organized into four main operations: 
¢ Consumer Financing Division, headed 
by Vice President and General Manager 
Raymond F. Pettit. Heir to GECC’s original 
business, this Division now provides a 
wide variety of innovative credit programs 
to the consumer marketplace. The Division 


About 94% of GECC’s business today 
comes from financing services provided to 
a wide spectrum of customers, including 
financing of large motor homes. <4 


An important GECC service to consumers 
today is the offering of efficient credit card pro- 
grams to retail stores. Some 18,000 retailers 
utilize this GECC service. ¥ 


is the industry leader in both home prod- 
ucts and mobile home markets, providing 
consumer time sales and dealer inventory 
financing services. In addition, this Divi- 
sion is a major factor in other markets 
such as recreation vehicle and marine 
products financing, real estate secured 
lending, and home improvement loans. 
Through a subsidiary, General Electric 
Credit Auto Lease, Inc., the Division 
serves the rapidly growing import 
automobile leasing market. A recent 
innovative product addition is GECC’s 
own finance card, called the Major 
Purchase Card, which can be used by 
consumers to extend payments for large 
dollar purchases of a wide variety of 
consumer products. 

e Commercial and Industrial Financing 
Division, under Vice President and General 
Manager Lawrence A. Bossidy. The Divi- 
sion offers a broad range of financing and 
lease plans to such diversified industries 


as construction equipment, machine tools, 
commercial and business aircraft, trans- 
portation, railroads, mining and other 
extraction industries, commercial marine, 
information systems and many others. The 
Division also provides customized revolv- 
ing credit financing programs for some 
350 leading retailers and selectively par- 
ticipates in new real estate investments, 
primarily through loans on income- 
producing properties. 

e Puritan Insurance Company, headed 
by President and General Manager 
Ronald C. Ade. With over $95 million in 
assets today, it has increased its earnings 
at an average rate of more than 45% per 
year since joining GECC. 

e Puritan Life Insurance Company, 
headed by Warren Higgins, its president, 
has doubled in size since joining GECC in 
1973. Its 10,000 licensed agents are cur- 
rently writing insurance at a rate of more 
than $1 billion per year, and insurance in 


force at year-end 1978 was $5.7 billion. 

Another significant aspect of GECC is 
its Corporate Finance Operation, headed 
by Vice President-Finance Leo A. 
Halloran. This operation has responsi- 
bility for providing the funds to support 
the General Electric Credit Corporation's 
financing activities. 

Summing up, John Stanger emphasizes 
the critical importance of innovative peo- 
ple: ‘‘GECC plans are successful because 
whenever we enter a new market our 
people concentrate on thoroughly under- 
standing that market. We help with finan- 
cing in some 45 industrial markets, as an 
example, and among our 7,800 people 
there are teams of GECC employees who 
are expert in every one of those technol- 
ogies. We have, in development, addi- 
tional new ideas in financing and insur- 
ance services which will help us continue 
to make substantial contributions to 
earnings for GE share owners.”’ 


Concept of ‘‘leveraged leasing,’’ whose 
development was led by GECC, results in the 
firm’s ownership of equipment, such as big 
tankers that are leased to their operators. <4 
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Worldwide 
construction 
services 


Need a complete power plant 
installed? A transmission line 
built? An airport lighted? Two 
GE operations work on a 
coordinated basis to handle 
projects around the world. 


Edward F. Roache 

Vice President and 

General Manager, International 
Construction Division 


General Electric in the construction 
business? 

It's been necessary, in many instances, 
in order for the Company to sell large 
apparatus. Developing countries needing 
power generation equipment, for example, 
will oftentimes place an order only with the 
understanding that the manufacturer will 
install the equipment on a complete-plant, 
or ‘‘turnkey,’’ basis. 

But GE managers decided to regard 
construction service not merely as a 
necessity but as a business opportunity. 
Today, GE’s International Construction 
Division is handling construction projects 
all over the world — and is adding a very 
solid growth business to the GE total. In 
1978, Division sales increased 30% over 
the previous year and, since 1973, sales 
have grown nearly five times. 

An example of the Division's work is the 
ljora power station project in Nigeria. Last 
year, Nigeria's National Electric Power 
Authority (NEPA) was faced with a serious 
problem when dry weather caused the 
level of the Niger River to drop, affecting 
hydroelectric plants that delivered much of 
the country’s electric power. To help meet 
expected shortages, NEPA turned to 
General Electric. Three frame-5 gas tur- 
bines were ordered for the ljora power 


Since dry weather causes the Amazon River 
to fall some 70 feet, GE had to design and 
build a unique circulating water intake struc- 
ture and access bridge for Brazil’s Manaus 
power Station. GE vertical motors help pump 
river water to the plant. » 


To string 23 miles of transmission lines in 
swampy and mountainous terrain near Sao 
Paulo for a Brazilian utility company, Sade/ 
Sadelmi Construction Operations hired 
helicopters for the construction task. ¥ 


Station in Lagos, and the International 
Construction Division delivered and in- 
Stalled the equipment on a turnkey basis 
in arecord time of only eight months. 

Such a feat has become standard 
fare for this Division and its two main 
organizational components: the Interna- 
tional Projects Department (IPD), based in 
New York; and the Italy-based Sade / 
Sadelmi Construction Operations. At ljora, 
IPD assumed responsibility for all aspects 
of design and civil engineering, and 
Sade /Sadelmi constructed the plant and 
installed the equipment. 

“IPD’s essential role,’’ explains Vice 
President Edward F. Roache, the Inter- 
national Construction Division's general 
manager, ‘‘is to handle ‘extended scope’ 
project services — taking on those projects 
where the customer wants not individual 
pieces of equipment, but a complete and 
integrated system. Sade/Sadelmi, with its 
fine reputation achieved through many 
years of worldwide construction activity, 
complements IPD’s work by offering a 
broad range of installation and construc- 
tion skills. Together, these components 
are providing a service that has enabled 
General Electric to win millions of dollars’ 
worth of business that the Company 
would not otherwise have received.”’ 
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International Projects Department’s 
work is primarily with General Electric’s 
Power Systems Sector. To date, IPD has 
installed approximately 5,200 megawatts 
of electrical generating capacity world- 
wide. It undertakes work on its own as well 
as in conjunction with Sade /Sadelmi. 
Examples of projects: 
e For Brazil’s Manaus power station, IPD 
recently installed on a turnkey basis two 
GE 50-megawatt steam turbine-generator 
sets, which add to two GE units already in 
operation. A special engineering problem 
— extremes between the wet and dry 
seasons which cause a 70-foot fluctuation 
in the level of the Amazon River — required 
IPD to design and build a circulating water 
intake structure and access bridge which 
reaches 1,000 feet out into the river. 
e For the Rio Haina station in the Domini- 
can Republic, IPD — with Sade/Sadelmi 
as a subcontractor — recently installed 
two GE 85-megawatt steam turbine- 
generator sets, also on a turnkey basis. 
Notes VP Roache: “IPD provides ‘pull- 
through’ for many GE products by taking 
on projects where the customer wants a 
complete system. Such projects include 
gas, steam and combined-cycle STAG 
(steam and gas turbine) power generation 
facilities; electric transmission and dis- 


tribution systems; and oil and gas pipe- 
lines and processing plants.”’ 

Continues Roache: ‘IPD has developed 
a good track record of bringing projects in 
on time and within targeted costs. It 
derives its income from the ‘value-added’ 
services it provides in coordinating the 
products and services of different GE 
operations and those of outside con- 
tractors, and in managing other activities 
the customer requires. It carefully selects 
the projects it undertakes — choosing 
ones where it can contribute services and 
management skills for which the customer 
is willing to pay.”’ 


Sade /Sadelmi Construction Operations 
— part of International Construction Divi- 
sion —is asystem of affiliated companies 
in Latin America, the Middle East, Africa 
and Europe. Formed in 1947, it subse- 
quently joined what is now a GE Italian 
affillate and thus became a part of GE. As 
a broad-line, entrepreneurial construction 
firm, it handles projects all over the world 
— both for GE and for other companies. 
“IPD needs a team It can count on to 
handle the construction phases of various 
projects,’’ observes Roache. ‘‘Sade/ 
Sadelmi has the skilled field Supervision 
which can organize local people to pre- 


pare the terrain, make the excavations, 
put in foundations, receive the equipment, 
install it, and deliver the facility on time.” 

Transmission lines represent Sade / 
Sadelmi’s single largest construction ac- 
tivity. The firm has built more than 30,000 
miles of lines worldwide. 

Power stations and substations are 
another important Sade /Sadelmi activity. 
The firm has installed some 4,100 mega- 
watts of electrical generating capacity. 

Among Sade /Sadelmi’s construction 
accomplishments are industrial instal- 
lations, paper mills, oil and gas refineries, 
and cement plants. Its civil work includes 
development of municipal water supplies, 
highway construction, river diversion, and 
lighting for Rome’s Leonardo da Vinci 
Airport and Buenos Aires’ Ezeiza Airport. 

Concludes Roache: ‘‘Both Sade / 
Sadelmi's and IPD’s past successes re- 
flect a strategy of using their resource 
strengths to win new contracts in develop- 
ing countries — then building a strong local 
presence as a base for pursuing further 
local opportunities. Both components en- 
joy strong growth records and, together, 
provide a full line of project engineering, 
management and construction services 
to assure General Electric customers of 
top quality standards.” 


When “‘brownouts”’ threatened Lagos, Nigeria, 
in 1978, emergency electric power was pro- 
vided by three GE frame-5 gas turbines at ljora 
station. GE used chartered vessels and aircraft 
for fast delivery. » 


More than 31,000 GE construction workers 
are scattered around the globe — on such 
jobs as erecting power plants and petro- 
chemical complexes, doing civil engineering 
work and installing airport lighting. V 


Summer 1979 7 


General Electric’s Services Businesses 


General Electric 
Information 
Services Company 


‘The most extensive information 
teleprocessing network in the 
world today’ 


Donald S. Bates, President 
General Electric Information 
Services Company 


The idea of using computers no longer 
frightens modern business managers; they 
have discovered that the information serv- 
ices technology of today is friendly to 

their foremost business needs. In fact, 
thousands of customers are finding that 
the General Electric Information Services 
Company (GEISCO) can provide them 
with a cost-effective way to strengthen 
their management and control of company 
resources and data. 

‘We are currently serving some 5,000 
customers all over the globe,’’ says 
Donald S. Bates, president of GEISCO, 
‘“‘and our Customer base continues to 
grow rapidly.”’ 

This worldwide reach for this General 
Electric business is in contrast to its begin- 
nings in 1965, when its forerunner 
comprised a small but innovative operation 
in Phoenix, Arizona. At that time, General 
Electric announced the first commercial 
time-sharing service. Three years later the 
Company established the world’s first 
commercial information processing net- 
work, providing computer time to clients in 
42 US. cities. 


An annual growth rate of over 20% has 
been maintained by General Electric Infor- 
mation Services since its infancy, Bates 
points out. Growth has been aided by the 
development of a full range of manage- 
ment tools and software services that help 
users solve tough problems, whether in 
financial management or human resources. 
GEISCO now offers capabilities that assist 
industry as well as functional managers 

in a variety of areas, including banking, 
energy, manufacturing, purchasing, 
marketing and sales. 

According to Bates, it’s the company’s 
substantial ‘‘value-added”’ resources that 
help customers solve critical business prob- 
lems. ‘‘Chief among these resources,’’ he 
comments, ‘‘is our MARK III® Service — the 
most extensive commercially available in- 
formation teleprocessing network in the 
world today, reaching over 600 cities in 24 
countries. Multinational companies are 
finding this network an invaluable aid for 
increasing management control and tying 
together their far-flung operations.’ 

The business became a still stronger in- 
ternational computing services supplier on 
January 1, 1979, when General Electric 
Information Services Company was 
formed. A joint-venture company that is 
84%-owned by General Electric and 16% 
by Honeywell Inc., GEISCO is a combi- 
nation of General Electric’s Information 
Services Division's operations and 
Honeywell's time-sharing marketing 
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operations, previously responsible for 
distributing GE computer services in much 
of Europe and Australia. 

Bates makes it clear that MARK III Serv- 
ice is far more than a teleprocessing 
channel providing access to raw computer 
power. ‘‘We have a library of over 1,800 
standard and customized business data 
processing applications that can be adapt- 
ed to acustomer’s needs,’’ he notes. 
‘These resources, together with the ability 
of GEISCO people to generate business 
reports almost instantly, make problem- 
solving through computers a much- 
desired business capability.” 


The company’s emphasis on people is 
reflected in recent large investments in 
human resources aimed at giving GEISCO 
the opportunity to reach a broader cus- 
tomer base. ‘‘To meet the multifaceted 
data processing needs of large compa- 
nies,’ says Bates, ‘‘we have expanded our 
Staff of engineers and programmers Capa- 
ble of building information systems tailored 
to a customer's current and future require- 
ments. These additions, plus the Honeywell 
newcomers, bring our sales, marketing and 
technical force to some 3,000 people, now in 
place to put sophisticated software into the 
hands of top and middle managers.”’ 

One of the new needs being served by 
GEISCO is for distributed data processing, 
a concept that puts computer power in a 
company’s organization where business 
transactions actually take place. 

Until recently, the only way a company 
could do distributed data processing was 
to piece together its own system. That 
meant dealing with a number of suppliers. 
‘‘And on a massive system,’’ says Bates, 
‘that's a risky business. Should something 
go wrong, the user will have to guess 
which supplier to call to fix it.”’ 

Now GEISCO offers a new alternative 
to this piecemeal process. ‘‘MARK III dis- 
tributed data processing is a fully inte- 
grated package of state-of-the-art hard- 
ware and software,’’ Bates explains. ‘The 
benefits to the user can be enormous. Not 
only is this system designed to help im- 
prove productivity, decrease operating 
costs and reduce response time; it should 
also provide management with up-to-the- 
minute reports on the business's world- 
wide operations.” 

Don Bates’ view of the future for 
GEISCO is ‘‘to continue our solid growth 
by serving the increasing computing 
needs of existing customers, winning new 
customers, offering further extensions in 
service, and introducing our network into 
additional countries."’ 
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GE’s apparatus 
service business 


It began with service only on 
GE apparatus. Now it serves 
worldwide markets, including 
work on non-GE products, and 
contributes profitable growth 
to General Electric. 


Peter C. Van Dyck 

Vice President and 

General Manager, Apparatus 
Service Division 


Crippled by a fire that destroyed a key 
motor-generator, and further hampered by 
the failure of a large foreign-made trans- 
former, a Steel mill ground to a halt, idling 
500 employees. Responding to the need 
to get the mill rolling again quickly, GE 
apparatus service shops completed 
repairs that normally require ten weeks in 
only three-and-a-half. 

“Our business is to Keep our customers 
in business,’’ says Vice President Peter C. 
Van Dyck, general manager of the 
Company’s Apparatus Service Division. 
‘From a customer perspective, rapid 
turnaround and quality work are often 
Critically important, with price secondary. 
For example, the shutdown of a single 
Ssteel-rolling mill could cost as much as $3 
million a day in lost production.” 

The GE apparatus service network is the 
world’s largest, with 189 service shops — 
including 51 in affiliated companies in 18 
countries overseas — and nearly 12,000 


skilled employees at work in six major 
business segments. Typical work in- 
cludes the repair of electrical motors and 
generators, large power generation equip- 
ment, locomotives, large motorized 
wheels, power delivery devices Such as 
transformers or switchgear, and 
mechanical equipment including pumps, 
valves and rock crushers; and the service, 
calibration or rental of sophisticated instru- 
ments and data communication equip- 
ment. Van Dyck emphasizes that despite 
the fact that this business Is now a century 
old, it continues to grow. 

‘Since the early 1970s, our business 
has grown 19% a year,’’ he says, ‘‘which 
is substantially higher than growth in the 
industrial market.’’ The Division's growth 
has reflected the increasing volume of in- 
Stalled GE apparatus and the aggressive 
expansion into new markets, Such as 
compressor and pump repair, in which 
virtually 100% of the equipment is non-GE. 
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Representative of 189 GE apparatus service 
shops Is the shop in Houston, Texas. Here 
the region's utility and industry customers re- 
ceive help from expert service technicians 
equipped with such sophisticated equipment 
as this magnetic particle test device to detect 
possible flaws in a turbine rotor. <4 
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This contrasts with the Division’s early 
role that primarily involved in-warranty serv- 
ice of the Company’s electrical apparatus. 
“While we originally specialized in GE 
products, customers were looking for 
someone to handle all their equipment, 
and that’s how we got into servicing other 
than GE units,”’ recalls Van Dyck. ‘‘Today, 
over 40% of the apparatus we work on is 
not manufactured by GE.”’ 

Instrumentation and communication 
equipment offers a fast-growing business 
for the Division: ‘‘More than 60 of our 
shops actively participate in this market, 
offering instrument repair, calibration and 
rental, specialized measurement and 
diagnostic services, plus data communi- 
cation equipment leasing and service. Our 
rental pool includes 15,000 instruments. 
We're aggressively pursuing this nation- 
wide market since it’s largely unserved 
and represents a real growth opportunity.”’ 

GE is also expanding internationally 


Distribution transformers need periodic servic- 
ing. Shown: Houston foreman checking in 

a shipment of transformers needing overhaul 
for a utility customer. & 


as a strategy to accelerate growth and 
to offset future potential slowing in 
domestic markets. ‘‘More and more GE 
apparatus is being shipped offshore, and 
local service facilities are necessary,’’ he 
says. ‘‘For example, some 80% of GE gas 
turbines being shipped each year are to 
the offshore market.’’ Typical of strategi- 
Cally located new service shops is a major 
facility in eastern Saudi Arabia that opened 
in 1977, providing gas turbine, electrical 
and mechanical equipment repairs. 
General Electric technological strengths 
provide a valuable plus to Van Dyck’s Di- 
vision. ‘In addition to access to the engi- 
neering data of GE product departments, 
we also have access to the Company's 
Research and Development Center, giving 
us a technical competitive edge. There's 
also a training advantage in getting in- 
structions on proper servicing of appa- 
ratus from the department that made It.”’ 
The Division trains 3,000 employees a 


year to keep their skills up to date. 

At a recent financial analysts meeting, 
Van Dyck said that he foresees this 
becoming a billion-dollar-per-year busi- 
ness for GE by the mid-1980s. “‘An 
important strength for us,’’ he says, “‘is 
that, as a Division within the Industrial Prod- 
ucts and Components Sector, we work 
with a leadership that has set customer 
service as the single most important factor 
in providing a leading edge in increasingly 
competitive markets. Our programs, con- 
sequently, receive all the support we could 
ask.”’ 

In its planning, the Division has charted 
a three-pronged strategy to reach this 
volume: strengthening each of the core 
businesses; penetrating high-growth 
markets In emerging countries and large 
markets in developed countries; and 
accelerating diversification linked to exist- 
ing shops and skills plus expanded scope 
into new businesses. 


Fast-growing new business for a number of 
General Electric service shops is a complete 
service on instrumentation and communica- 
tions equipment. & 


Winding the armatures in the stator of a large 
power-maker is among the exacting tasks 
handled by Houston service technicians. <4 
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General Electric's Services Businesses 


GE’s Installation and 
Service Engineering 
Division 


When your business is mainly 
in installing equipment, and 
installations drop, how do 
you maintain growth? Enlarge 
your service in equipment 
maintenance. 


Charles C. Thomas 
Vice President and 
General Manager 
Installation and Service 
Engineering Division 


Rather than wait for hard-working power 
equipment to break down, progressive utilities 
look to I&SE specialists for regular mainte- 
nance. Shown: rotor of gas turbine being 
removed for its maintenance checkup. 


Field service engineers of GE's I&SE Division 
help customers achieve successful start-up of 
commercial projects by checking out the inte- 
grated electrical systems of installations such 
as this water pollution contro! plant. ¥ 
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Recent years have brought a slowdown in 
the rate at which U.S. electric utilities have 
added power generation equipment —a 
trend that might have cast gloom over the 
GE field engineers whose job it is to install 
such apparatus. Yet GE’s Installation and 
Service Engineering Division (l1&SE) turned 
in a banner year in 1978, with sales up 
20% over 1977. 

Explaining this seeming paradox, Vice 
President Charles C. ‘‘Tip’’ Thomas, 
Division general manager, says that over 
the past several years, the Company’s 
effective penetration of the growing 
maintenance market has more than made 
up for the slump in installation business. 
Only ten years ago, sales from installation 
services dominated I&SE results by as 
much as 65%. In 1978, installation activity 
had declined to 30%, while maintenance 
had increased to 70% of total |I&SE sales. 

For over 80 years, I&SE has functioned 
effectively as GE's strong field service arm, 


providing a wide range of on-site engi- 
neering and management services aimed 
at helping customers realize the full 
potential of their investments in GE capital 
goods, equipment and systems. The Di- 
vision includes some 4,000 field engineer- 
ing and support employees deployed 
among 150 U.S. and 20 overseas offices. 
The organization includes four operat- 
ing components: Mechanical and Nuclear 
Services for products such as steam or 
gas turbines and reactor equipment; 
Electrical and Electronic Services for 
motors, controls, computers and machine 
tools; International Service on similar 
equipment and systems overseas; and 
Projects Engineering, providing design 
engineering services for l&SE depart- 
ments, aS well as other GE components. 
‘We're fortunate to be involved with the 
product when it’s shipped,’’ says Thomas. 
‘We try to use the opportunity provided by 
being the factory representative to obtain 


follow-up service to keep the equipment 
running satisfactorily over its lifetime. This 
end of our business grows as the volume 
of installed equipment grows.”’ 

Maintenance, now the dominant portion 
of I&SE’s business, includes such engi- 
neering services as modifications and 
uprating of existing equipment. It extends 
to complex projects as exemplified by 
planned turbine outages — when turbines 
are taken out of service for overhaul. 
‘We've penetrated this market by coupling 
Our technical strengths with new diagnostic 
services and an expanded scope of of- 
ferings,’’ says Thomas. ‘‘Many service 
innovations currently applied to mainte- 
nance work were originally developed to 
increase service effectiveness on instal- 
lations. For example, a series of computer 
programs developed to help plan and 
monitor installation projects has been 
adapted to help our managers dramatically 
reduce outage times.”’ 


Engineering appraisals conducted by I&SE en- 
gineers determine the overall condition of 
equipment and what will be needed to maintain 
it in efficient operation. » 


Specialized capabilities of I&SE don’t stop with 
engineering expertise and equipment; they ex- 
tend to project management disciplines that 
get the work done on tight schedules. ¥ 


Success for I&SE, in Thomas’ view, 
‘depends on having competent, capable 
people who can do a good job for a 
customer and who produce repeat busi- 
ness. So we plan around people. Our 
plans involve continual training on a 
variety of sophisticated equipment and in 
new technology such as microprocessors. 
Training costs for a graduate engineer 
typically total $50,000 before the em- 
ployee is considered fully productive on 
the job, and annual expenditures for 
Divisionwide training are over $10 
million.”’ 

In looking ahead to the 1980s, the GE 
vice president sees a slowing of the 
maintenance market, but expects to offset 
this decline by growth in a variety of new 
markets. ‘‘We can expand our service 
offerings by continuing to take over func- 
tions our customers have traditionally 
handled and by developing whole new 
businesses. We see growth potentials in 


working with utilities in new areas such as 
environmental controls, and the petroleum 
industry looks promising.’ 

Another key thrust of the Division is to 
expand its participation in international in- 
Stallation and follow-on maintenance mar- 
kets. Typical is the gas turbine maintenance 
contract l&SE received from a Mid-East oil 
company. Overhauls formerly controlled 
by the customer took 36 to 60 days. I&SE 
promised completion in 28 days. It delivered 
in 21. The result was repeat business for 
the next ten overhauls, with average outage 
time per major inspection of only 12 days. 

“The basic task of this Division is to 
provide strong engineering service sup- 
port for General Electric equipment, ”’ 
Thomas says in Summary. “But we've 
shown that this service can be built into a 
profitable growth business. The Division 
met all its major performance goals in 
1978 and, despite the uncertain outlook, 
has set ambitious goals again for 1979.” 
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After-sale service: 
two networks for 
consumer products 


It’s part of being an astute 
buyer today to include after- 
sale service in the purchasing 
decision. If and when the prod- 
uct needs repair, will this serv- 
ice come promptly, expertly 
and at a fair price? On the 

next six pages are case his- 
tories of how effective after- 
sale service is delivered by 
three representative operations 
of General Electric — consumer 
goods, medical equipment and 
aircraft engines. 
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With an estimated 80 million General 
Electric and Hotpoint major appliances 
and GE television receivers in use in the 
U.S.—and about 300 million GE house- 
wares and audio products — General 
Electric meets customers’ service needs 
through two national service networks. 

One is for major appliances, room air 
conditioners and TV. It's nothing less than 
the largest service network offered by an 
appliance manufacturer: 130 factory serv- 
ice centers, from Maine to Hawaii, avail- 
able to about 72% of the owners of GE 
and Hotpoint appliances and GE television 
sets. To provide national coverage, this 
network is supplemented by over 10,000 
independent service operations, trained 
and franchised by the Company as 
Customer Care servicers. 

The network for General Electric house- 
wares and audio products Is oriented to 
the customer bringing the-ailing appliance 
or audio product to the servicer. The 
Housewares and Audio Division maintains 
29 factory-owned service centers and 
some 750 authorized independent service 
stations across the U.S. 


The quality of service on major appli- 
ances and TV is being improved in several 
key ways, according to Robert J. Kalember, 


general manager of the Major Appliance 
Product Service Department. 

One major push is toward the comple- 
tion of as many service jobs as possible on 
a one-call basis. ‘‘This means competent 
technicians and service trucks stocked 
scientifically, with each truck carrying up 
to 600 different parts computer-selected to 
match appliance needs in the area,”’ 
Kalember says. 

‘We also recognize that today’s home- 
maker doesn’t have time to wait around all 
day for the service technician. Therefore, 
we try to promise arrival of the technician 
within a four-hour time span.”’ 

Another goal is the provision of evening 
and weekend service for families with two 
wage-earners and for ‘‘working singles”’ 
households. Of the Company’s 130 fac- 
tory service locations, 92 now provide 
such service on a scheduled basis. 


Still another drive cited by Kalember is 
improved service for the four different 
types of service customers: 

e Customers whose appliances are still 
under warranty; 

e Customers whose appliances are out of 
warranty and who prefer to request and 
pay for service as required; 

e Customers who want the protection of 


a service contract, which puts a ceiling on 
their appliance service costs; and 

e ‘‘Do-it-yourself’’ customers who want 
to repair their own appliances. 

GE is strengthening its program to sell 
service contracts, which, as Kalember 
says, ‘freeze service costs for the duration 
of the contract.’’ The contracts also 
protect customers’ investments in their 
appliances — ‘‘With a service contract, 
appliance owners will not hesitate to re- 
quest minor repairs and may thus avoid 
the development of major problems.”’ 

As for the do-it-yourselfers, Kalember 
reports that ‘‘this is a growing market, in- 
cluding both men and women — a recent 
survey shows that 24% of the women in 
households today can do some electrical 
appliance repairs.’ 

Order blanks for service literature for 
most GE or Hotpoint appliances or GE TV 
sets are available at all factory service 
locations. And parts counters at all factory 
service locations sell replacement parts 
and tools at retail. 


Delivering service at a fair price is a goal 
that must be met, Kalember says, despite 
the fact that maintenance and repair serv- 
ices are highly labor-intensive and thus 
vulnerable to the rising labor costs that 


have affected all service industries. 

He points out that it would never occur 
to most people to expect an automobile 
mechanic to come to the house with tools 
and replacement parts to repair a car. ‘‘Yet 
thousands of consumers daily request that 
a trained appliance technician come to 
their homes, at a scheduled time, with a 
mobile warehouse of parts, tools and 
sophisticated test equipment to repair an 
appliance. And the technicians are only 
‘the tip of the iceberg’ of the costs in- 
volved. Backing them up are the inventory 
of parts and their required warehousing, 
the service calltakers, the dispatchers, and 
the field service Supervisors who assist on 
particularly difficult jobs — all necessary 
and costly elements of a major appliance 
service network. ’’ 

One strong GE response to these cost 
pressures is its highly sophisticated parts 
management system, with computers link- 
ing nine regional parts centers with the 
parts distribution center in New Concord, 
Ohio. The centers are highly automated, 
using on-line computers for instantaneous 
location of a replacement part out of the 
inventory of 45,000 different catalogued 
parts. The result is quicker delivery time 
for parts, which helps keep service costs 
to aminimum. 


Service on a ‘carry-in’ or ‘mail-in’ basis 
is provided at the service centers of the 
Housewares and Audio Division. In- 
warranty problems are relatively infrequent 
on these products, according to John R. 
Deemy, Jr., manager of the Division’s prod- 
uct service operation. ‘‘In-warranty fail- 
ures’’ are either replaced at the stores 
where they were purchased, or are ex- 
Changed or repaired at a service center or 
service station. 

Customers bringing out-of-warranty 
housewares or audio products to a service 
center for repair are given the option of 
having the items fixed or replacing them at 
a special price. 

Here, too, fast turnaround time on or- 
ders for replacement parts is emphasized. 
Replacement parts for housewares and 
audio products are warehoused at the 
parts depots in Charlotte, N.C., and Utica, 
N.Y. In addition, each service center 
carries a selected inventory of replace- 
ment parts and accessories. 

Prompt and courteous service, handled 
by trained and experienced service tech- 
nicians — it’s part of the package con- 
Sumers buy when they choose General 
Electric, and it’s one of the main reasons 
why consumers keep coming back to GE 
for their subsequent purchases. 


a a 


After-sale Service 


General Electric 
medical systems 
service operations 


‘Backed by 1,200 service 
technicians — the industry’s 
largest U.S. service team’ 
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As the leading U.S. supplier of professional 
medical equipment, GE has followed 
through with first-class equipment service. 
The GE Medical Systems Division also 
employs the industry's largest and most 
highly trained service organization. 

Largest: today more than 1,200 General 
Electric service technicians are deployed 
throughout the U.S., compared with only 
700 seven years ago. 

Most highly trained: the Division oper- 
ates its own Medical Systems Institute 
at its Milwaukee headquarters. This facility 
and its staff are devoted to the training of 
both sales specialists and service tech- 
nicians. Here, new medical service people 
are prepared for their jobs and, period- 
ically, Seasoned operators are brought in 
from the field for refresher courses and for 
familiarization with new equipment and 
improved techniques. 

At General Electric's Medical Systems 
Division, service is viewed as a very im- 


portant function. With patient care at 
stake, reliable and competent servicing of 
medical equipment is essential. As a con- 
sequence, from the time that General 
Electric first entered the market for x-ray 
equipment in 1920, the availability of ca- 
pable service technicians and replace- 
ment parts has been considered an essen- 
tial element in the sale of the products 
themselves. 

The total market for the kinds of health 
products and services provided by the 
Medical Systems Division has grown to 
more than a billion dollars annually. The 
Division has responded to this opportunity 
by diversifying beyond its historic leading 
role in diagnostic x-ray equipment and en- 
tering new fields of diagnostic imaging such 
as computed tomography and nuclear 
medicine, plus the field of medical monitoring. 


Service has kept pace. Established as a 
separate business component in 1972, the 


Medical Systems service operation has 
since expanded to match the growth of the 
installed equipment it serves. ‘‘The 
average annual growth in Medical Systems 
service sales,’’ says Robert L. Stocking, 
general manager — Sales and Service 
Operations, ‘“‘has approached 20%, and 
we expect strong performance in the years 
ahead. The service component also makes 
a solid contribution to the Division’s 
earnings.”’ 

For the Medical Systems Division, the 
reputation for service excellence pays 
other dividends. As an example, General 
Electric was able to establish an excellent 
position in the U.S. market for computed 
tomography — the exciting new technique 
for making and analyzing cross-sectional 
scans of the human body — within a 
short time after the introduction of the 
Company’s own system. The General 
Electric success was based on a technol- 
ogy that was the most advanced in the 


field. But an additional positive factor 
came from customers’ knowledge that 
their purchases of this new equipment 
would be backed by an excellent service 
organization. 

Service also gains in importance today 
as hospitals face strong Government 
pressures for cost containment. There are 
growing demands for service as hospitals 
strive to trim expenses by keeping aging 
equipment in operation. In addition, 
advanced medical equipment systems 
enable hospitals to examine more patients 
in less time, enhancing the cost-benefit 
ratios for the health care delivered — and 
it’s up to the General Electric service tech- 
nicians to keep this equipment in topnotch 
working order. 


What’s ahead for the GE Medical Systems 
Service Department? ‘‘Our aim is for fur- 
ther profitable growth,’’ says Stocking. 

‘In addition to expanding to serve the 


ever-increasing numbers of General 
Electric professional medical systems in 
use, we have other growth strategies.’ 

Chief among the further opportunities 
foreseen by Stocking: 

e Increased emphasis on converting 

the service business from reliance on 
emergency repair of equipment to 
preventive maintenance service. 

e Expansion of the products and systems 
served as the Medical Systems Division 
develops new product lines. Most probable 
addition: diagnostic ultrasound. 

e Opening up new service markets, such 
as that for refurbishing older equipment, 
as hospitals respond to cost-saving 
pressures. 

The GE service staff also sees growth 
potential in the field of technical and man- 
agerial education, aimed primarily at the 
hospital industry itself and based on the 
recognized capabilities of the Medical 
Systems Institute. 


After-sale Service 


Aircraft engine 
service 


With airlines stepping up their 
orders for GE-powered planes, 
GE service ‘tech reps’ are 
being increased 30%. 


aes, T 


During recent months, domestic and in- 
ternational airlines have: 

... ordered a fleet of Boeing 767s pow- 
ered by GE CF6 engines... 

... Selected General Electric jet engines 
for new Boeing 747 and Airbus Industrie 
A300 aircraft... 

... purchased GE-powered Airbus |n- 
dustrie A310 twinjets... 

... fe-ordered McDonnell Douglas 
DC-10s powered by General 
Electric CF6 engines to expand 
their fleets. . . 

...and chosen to re-engine DC-8 
aircraft with CFM56 engines developed 
jointly by GE and SNECMA of France. 


The upsurge in demand for General 
Electric commercial jet engines made 
1978 arecord orders year for the 
Company's Aircraft Engine Group, and 
has carried over with a continuing rush of 
new orders in 1979. 


As one result, General Electric’s jet 
engine business, once devoted almost en- 
tirely to equipping military aircraft, is ex- 
pected to be about evenly divided between 
commercial airlines and military uses by 
next year. 

The dramatic growth in commercial en- 
gine operations, and their expected con- 
tinuing growth, directly affect the Aircraft 
Engine Group’s service activities. The 
Group is challenged to expand its world- 
wide force of field service representatives 
— known in the trade as ‘‘tech reps’’ — to 
keep pace in its support of aircraft pow- 
ered by General Electric jet engines. 

Comments Vice President Fred O. 
MacFee, Jr., Aircraft Engine’s group 
executive: ‘‘We now have some 450 GE 
service representatives at work in 45 
countries. Our plans are to expand this 
field service staff by about 30% by the end 
of 1981, primarily to serve commercial 
airlines.” 


To meet this goal, Field Service is 
accelerating its training programs. MacFee 
points out that ‘‘where there was formerly 
one eight-month training program offered 
each year — including four months in the 
factory and four in airline shops or in our 
major GE engine overhaul facility at 
Ontario, California — in 1979 two programs 
will be conducted. One was started this 
spring at our jet engine plant in Evendale, 
Ohio, and a second is scheduled for the 
fall.” 

In addition to its Ontario shop, the 
Aircraft Engine Group operates four other 
engine or component repair facilities. 
When an engine needs maintenance or 
repair, it may be sent to Ontario for 
complete refurbishing and performance 
check. Or, the airline may disassemble the 
engine and send components that require 
repair to one of these facilities. GE tech 
reps apply their expertise to help get the 
engine back into service as quickly and 


economically as possible. ‘The normal 
‘turn time’ for an engine in the shop,’’ says 
MacFee, ‘‘is 90 to 120 days; but by inven- 
torying replacement parts and subassem- 
blies, our Ontario facility can have an en- 
gine repaired and tested in 30 to 45 days.”’ 

A repaired engine is put through the 
same rigorous testing as a new engine. In 
a test cell, it is subjected to all the stresses 
it might encounter in flight. Test results are 
computerized, fed into the main engine 
plant at Evendale, and measured against 
standards set for engines in top working 
order. Only when the performance results 
meet these high standards Is the engine 
returned to the customer. 


Extended over 80,000 GE jet engines 
built in more than 30 years, this kind of 
service has given the Company the lead in 
overhauling more jet engines than any 
other original engine manufacturer. 

But service is given a broader definition 


by the Aircraft Engine Group. ‘‘The total 
package of support programs offered,’’ 
MacFee explains, ‘‘includes helping the 
Customer with advance logistics, such as 
determining the engine maintenance and 
repair needs as well as the tools, facilities, 
parts and the like that will be required. We 
offer airline support engineering, including 
flight monitoring so as to detect technical 
problems, analyze them and correct them. 
And we handle a worldwide logistics 
system, helping customers forecast and 
schedule to meet future needs."’ 

One final detail underscores the 
confidence that customers place in GE 
aircraft engine service. ‘Last year,’’ says 
MacFee, ‘‘our airline customers sent some 
900 of their people through GE training 
programs in operations, line maintenance, 
module repair and complete engine over- 
haul. We provided videotapes that custom- 
ers could take back with them and use to 
train their own people on site.”’ 


Corporate Consulting 
Services 


Faced with operating prob- 
lems, GE managers have 
the option of seeking expert 
help from the Company’s 
own in-house consulting 
organization. 


Marion S. Kellogg 
Vice President 
Corporate Consulting 
Services 


When business managers outside GE 
need specialized services such as a mar- 
ket research study or an objective analysis 
of their operation's productivity programs, 
they usually call on external consultants. 

GE managers, however, do have an 
option: they can call on General Electric’s 
own in-house Corporate Consulting 
Services (CCS). 

‘‘We offer General Electric operating 
components many types of expertise, but 
no one has to hire us,”’ says Marion S. 
Kellogg, vice president — CCS. ‘Our 
organization depends for its existence on 
developing problem-solving competence 
that GE managers are willing to pay for.”’ 


How has CCS developed this compe- 
tence? ‘‘Over time, General Electric’s 
diversified operations develop a store- 
house of experience in how to do things 
right,’’ she explains. ‘‘One of the things 
our CCS organization does is identify 
these successful experiences, retain them 
and, with the consent and support of their 
developers, radiate them to other GE 
operations faced with similar problems. 
Oftentimes these favorable experiences 
result from development programs jointly 
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sponsored by CCS and interested operat- 
ing components. In addition, we keep our 
own research and development efforts 
going, in order to initiate new expertise.” 


What are examples of problems CCS 
helps to solve? ‘‘We’re active on both 
external and internal types of problems 
confronting GE managers. Externally, we 
help operations size up their competitors 
and get a better understanding of their 
markets — what products and features the 
customer really wants, how to introduce 
and price them, and what quality and 
service levels are required.”’ 

Internally? ‘‘CCS helps in many different 
ways, from providing design reviews or 
helping with a quality system to improving 
productivity. An important activity consists 


CCS manufacturing management consultants 
seek improved production controls. & 


Among courses conducted by CCS: Advanced 
Marketing Management Seminars. <4 


of the training courses we offer — our 
Advanced Marketing Management Semi- 
nars, for example. In 1978, CCS trained 
about 2,500 professionals in 14 advanced 
technical courses. Our expertise in im- 
proving productivity isn’t armchair philos- 
ophizing — in Schenectady we have facil- 
ities for designing and building automation 
equipment and developing new manu- 
facturing processes. ”’ 

Is CCS help offered only to GE opera- 
tions? ‘‘Not exclusively,’’ VP Kellogg 
reports. ‘‘From time to time we have 
provided services to businesses that are 
not competitive with GE. But our primary 
focus is on helping the Company’s own 
businesses become more innovative, more 
productive, more profitable.’’ 


The wide range of CCS expertise is 
reflected in the organization of its 400 
employees into four components, Sup- 
ported by financial planning, analysis and 
manpower staffs: 

e Marketing Consulting. ‘‘We offer a 

wide variety of expertise in traditional 
areas such as marketing strategy, margin 
management, marketing research, and 
Customer service improvement pro- 
grams,’’ comments John B. Bradbury, 
component manager. ‘‘Additionally, our 
services range from leadership of the Mar- 
keting Managers Conference, where we 
radiate state-of-the-art marketing tech- 
nology, to designing training programs to 
improve sales force productivity. The 
strength of our organization lies in our 
commitment to develop programs to 
achieve measured improvements for our 
clients — meaning implementation.’ 

e Engineering Consulting. ‘‘Our objective 
is to help engineering managers improve 
their contributions to their businesses, ”’ 
says the component's manager, Leonard 
A. Morgan. ‘‘We offer assistance in design 
producibility, design reviews, electronics 
applications in products, and other prod- 
uct design-related activities. We also 
provide expertise in organization and 
management of technical work, including 
engineering strategy, program manage- 
ment, and establishment of effective inter- 
faces with marketing and manufacturing, 


including application of interactive 
graphics. We provide training courses for 
both managers and individual contributors 
engaged in technical work aimed at 
improving both the productivity of tech- 
nical organizations themselves and of the 
products they develop and design.”’ 

e Manufacturing Engineering Consulting 
and Applications Center. ‘‘Our focus is on 
anticipating and responding to Company 
issues and challenges as they relate to 
technical manufacturing Ccapabilities,’’ says 
this component's manager, Julius A. 
Mirabal. ‘‘For example, we provide experi- 
enced technical assistance in electronics 
manufacturing, in facilities planning, and in 
the application of such advanced manu- 
facturing technologies as robots, interac- 
tive graphics, computer systems, auto- 
mation equipment and materials-savings 
processes.”’ 

e Manufacturing Management and Quality 
Control Consulting. ‘‘Productivity is our 
chief concern,’’ says the component's 
manager, Alfred P. Taylor. ‘‘We focus on 
increasing productivity of salaried and 
hourly employees, improving materials 
flow planning and inventory management, 
advancing quality control, and streamlining 
the management of the manufacturing 
function in total. And because helping to 


develop the functional skills of profes- 
sional and managerial employees is vitally 
important, we offer training Courses in all 
areas of our work.”’ 


Whats the outlook for Corporate Con- 
sulting Services? Marion Kellogg sums up: 
“CCS thrives on change. If GE were a 
static company, CCS would go out of busi- 
ness. But GE is a dynamic, constantly 
changing company. There are always new 
problems to be solved. Our consultants, 
our competencies, our project-manage- 
ment mode of operation are all geared to 
getting things done in this kind of environ- 
ment. So | believe GE managers will con- 
tinue to need and value our services. They 
prove it each time they hire us for a Critical 
piece of work.”’ 


RU 
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Aid to GE Housewares engineers typifies work 
of CCS engineering consultants. & 


Consulting takes solid form in automation 
equipment developed at CCS center. < 
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Report on the 1979 
Statutory Meeting 


Continuing its program of rotating share 
owner meetings to different cities in order 
to make participation available to greater 
numbers of share owners, General Electric 
held its 1979 Statutory Meeting in Char- 
lotte, N.C., on April 25. More than 82 per- 
cent of the outstanding shares entitled to 
vote were represented at the meeting 
through proxies returned to the Company. 

In his opening remarks, Board 
Chairman Reginald H. Jones, who pre- 
sided at the meeting, commented on two 
problems that affect the Company and the 
economy generally: 

e Inflation. Chairman Jones pointed out 
that the only way to make real headway 
against inflation is through restrained 
governmental fiscal and monetary policies 
and a reduction of excessive governmen- 
tal regulation. These, he said, are the root 
causes of inflation. 

He assured share owners that they 
could be confident that their Company has 
not been an inflationary force in the econ- 
omy. As the result of intense competition 
at home and abroad, over the past three 
years electrical industry prices have been 
rising considerably more slowly than either 
the consumer price index or the industrial 
price index. 


‘GE has not been an inflationary force,’ 
Chairman Jones told Charlotte audience. 
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e Energy. While it is premature to reach 
any firm conclusions about the recent 


Three Mile Island nuclear incident, he said, 


what Is Clear is that ‘‘we now have in- 
creased public uncertainty about energy, 
just at a time when we need a stronger 
national commitment to clear-cut public 
decisions. Our own depth analyses indi- 
cate that the United States will need to 
exercise every available energy option — 
oil, natural gas, coal, nuclear power and 
conservation — if we are to balance our 
supply with the foreseeable demands be- 
tween now and the beginning of the 21st 
century.’’ The nation also.needs, he add- 
ed, to invest in the development of renew- 
able forms of energy, such as solar and 
biomass but, realistically, these cannot be 
expected to provide a large proportion of 
the nation’s energy budget over the next 
two decades. 


Matters to be voted upon at the meeting 
were presented in the order in which they 
appeared in the 1979 Proxy Statement. 
The 19 Directors listed in the Proxy State- 
ment were placed in nomination to serve 
as Directors for the ensuing year. No other 
nominations were made. Share owner 
John Gilbert objected to the fact that 15 
Directors were not present — a question 
also directly involved in share owner 
proposal number two. 

The appointment of Peat, Marwick, 
Mitchell & Co. as independent Certified 
Public Accountants for 1979 was 
proposed. Mr. Gilbert asked a number of 
questions, including several relating to the 
role of the Audit Committee of the Board. 
After the Chairman responded, Walter E. 
Hanson, the Chairman of Peat, Marwick, 
Mitchell & Co., emphasized the openness 
of the firm’s dialogue with the Audit 
Committee. Director John E. Lawrence, a 
member of the Board's Audit Committee, 
pointed out that at Committee meetings 
the Company's internal auditing staff 
as well as the external auditors are 
represented. 

The first share owner proposal to be 
placed before the meeting, submitted by 
Evelyn Y. Davis, of Washington, D.C., 
requested that share owners be provided 
each year with a list of Company officers, 
consultants and Directors serving in any 


governmental capacity during the previ- 
ous five years. There was no extended 
discussion of this proposal. 


Share owner proposal number two, 
submitted by Wilma Soss and the 
Federation of Women Shareholders in 
American Business and by Margaret, 
Lewis and John Gilbert, of New York City, 
asked for an amendment to the Company's 
bylaws to reinstate Annual Meetings with 
“customary ritual and procedures,”’ in- 
cluding the attendance of nominees for 
election to the Board, instead of Statutory 
Meetings. 

In presenting the proposal, Mr. Gilbert 
repeated his earlier observation that 
Director nominees should be present at 
the meeting at which they are to be 
elected. He also objected to the format of 
the Company's Information Meetings 
where share owners are asked to submit 
their questions in writing. 

The GE Chairman, in responding to the 
proposal, explained why GE has two share 
owner meetings — the Statutory Meeting 
in April and the Information Meeting in 
October. He said that the Directors have 
found attendance at the Information Meet- 
ing to be more useful than attendance at 
the Statutory Meeting, which in recent 
years has been dominated by lengthy 
discussions of proposals by special 
interest groups. 

While the Directors opposed this reso- 
lution in 1979, Chairman Jones said, the 
Board will revisit the issue during the year. 
“Your Board,’’ he continued, ‘‘is going to 
be open-minded on this matter.’’ Share 
owner Gilbert commented in response, ‘‘| 
think we are going to make progress.”’ 


Share owner proposal number three, 
submitted by Louis A. Brusati, of Chicago, 
requested a bylaw amendment providing 
that share owner meetings be held in 
major cities within 300 miles of St. Louis, 
Mo., on the basis that ‘‘the population 
center of the United States is in Clair 
County, just across the river from St. 
Louis.” 


Chairman Jones explained that, in view 
of the fact that GE has some 560,000 
share owners living in all 50 states, ‘‘we 
have found it advantageous to move 
our meetings around the country.’"’ The 
Directors, consequently, recommended 
a vote against the proposal. 

Proposal number four, submitted by 
Allen E. and Hazel D. Townsend of 
Schenectady, N.Y., requested the Board 
to appoint one or more hourly employees 
to the Board of Trustees of the General 
Electric Pension Trust in order to repre- 
sent the workers who, as Mr. Townsend 
explained, make contributions to the 
Pension Plan. 

The Chairman commented that the 
Board had recommended a vote against 
the proposal because the work of the 
Trustees in seeking to maximize the return 
on the Trust’s investments required the 
concentrated efforts of experts who are 


Present at Charlotte: Share owners Mr. and 
Mrs. Joseph Strubeck of Hanover, Pa. 


“living in the financial community day in, 
day out.” 

Proposal number five, submitted by 
Phillips Publishing, Inc., of Chevy Chase, 
Md., and presented by the firm's repre- 
sentative, Gerald Norton, requested an 
amendment to the articles of incorporation 
that would require the Company to 
decrease, and, ultimately, terminate busi- 
ness and trade with Communist countries. 

The opinion expressed was that such 
trade, especially high-technology trade, 
could only strengthen tyrannical regimes 
that remained dedicated to ultimately de- 
stroying the capitalistic system that makes 
GE possible. He disputed the argument 
that such trade can promote understand- 
ing and improved relations. 

The GE Chairman noted that while the 
Company has a responsibility to speak 
out on public policy issues where the 
Company has some special competence 
(for example, in the economic area), it has 
no special competence with respect to the 
strategic military or foreign policy aspects 
of international trade. In these areas, he 
said, the Company must rely on the judg- 
ments of the Congress and Executive 
Branch of the Federal Government. 


During the general discussion, Mr. 
Brusati sought to introduce 16 additional 
proposals relating to such matters as the 
proxy process, conduct of annual meet- 
ings, post-meeting reports to share own- 
ers, and employee stock options. These 
proposals, in substance, have been sub- 
mitted by Mr. Brusati over a number of 
years. They were not included in this 
year’s Proxy Statement. The Chairman 
ruled that the proposals were not prop- 
erly before the meeting and, as in prior 
years, Mr. Brusati protested the meeting. 
The wide range of other subjects 
discussed with share owners during the 
meeting included Director attendance at 
Board and Committee meetings, possible 
Director conflicts of interest, the effects of 
recent changes in Iran and China on GE 
operations, nuclear plant safety, dis- 
position of nuclear wastes, the need for 
increased research in alternate energy 
sources, recent pension improvements for 
retired GE employees, pension funding, 
and the costs of having bank and broker 


nominees solicit the proxies of beneficial 
owners. 

Jeannie R. Peterson, representing the 
National Council of Churches, commended 
the Company for agreeing to make infor- 
mation available on the Pinellas Plant 
facility, near St. Petersburg, Fla., which 
GE operates for the U.S. Department of 
Energy. On the basis of this agreement, the 
Council had withdrawn its proxy resolution 
on this matter. 

The GE report on the Pinellas facility, 
which produces electronic components 
for use in the U.S. nuclear weapons pro- 
gram, is available to share owners, as is a 
second report, a March 1979 Update on 
South Africa, which reviews recent prog- 
ress in implementation of the General 
Electric Statement of Principles. 

For either report, write to Investor 
Relations, General Electric Company, 
Fairfield, Connecticut 06431. 


Results of balloting at the meeting in- 
cluded the reelection of 19 incumbent 
Directors and the approval, by 99.8% of 
the shares voted, of the appointment of 
Peat, Marwick, Mitchell & Co., as in- 
dependent Certified Public Accountants 
for 1979. The five share owner proposals 
were defeated: 
e Proposal number one, requesting lists of 
Company executives with government serv- 
ice, received a favorable vote of 1.6% of 
the shares voted. 
e Proposal number two, calling for rein- 
Stating the Annual Meeting, received a 
favorable vote of 3.2%. 
e Proposal number three, requesting 
meeting sites within 300 miles of St. Louis, 
received a favorable vote of 1.2%. 
e Proposal number four, relating to hourly 
employees as Trustees of the GE Pension 
Trust, received a favorable vote of 2%. 
e Proposal number five, on avoiding busi- 
ness dealings with Communist countries, 
was supported by 1.4% of the shares 
voted. 

Additional information on the balloting is 
available from the Company. 
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Spotlighting the Worldwide Service Capabilities 
of GE’s Engineered Materials Business... 


For GE’s Engineered Materials business, growth hasn’t depended hand with our customers in developing new products and new 
merely on supplying some of the world’s best high-technology applications for our materials. These centers help us realize our 
materials, but on service as well. And our concept of service is to own growth by insuring the growth of our customers’ businesses. 
show our customers how and where to use these materials. It’s a system that’s working. Sales from the billion-dollar 

The Engineered Materials Group has invested heavily both to Engineered Materials Group have doubled in only five years — 
gain technological leadership and to establish a worldwide net- and continued strong growth is expected. 
work of application development centers, where we work hand-in- Here’s a profile of our worldwide service capabilities: 


Automotive Materials 
Center. To capitalize on 
the $200-million oppor- 


Metallurgical Businesses. 
Translating new technol- 
ogies into metalcutting 


Plastics. Providing the 
industry’s best design 
and processing support 


Be ®, tunity in the automotive at Centers in Pittsfield, and mining realities is 
5 igdustry, we’re expand- Mass.; Selkirk, N.Y.; the function of Detroit’s 
"a, “wa. ing the Auto Polymers Detroit; and Los Customer Application 

“ee _-#; Center to include appli- Angeles. Internationally Development Center. », 

; cation development in France, Germany, As well as similar Serv- 
—< © , support for all of our Holland, Italy, Japan, ice Centers in Houston, 
ae / products. and Australia. Cleveland, Columbus, 
HE, Chicago, Kenilworth, 

hog ¢ N.J., and overseas in 


England, Germany! 
Italy, France, and Japan. 


Laminates and Insulat- 
ing Materials. Custom- 
ers depend on this first- 
, in-the-industry scanning 
dy electron microscope to 
insure that circuit board 
fe materials meet the 
; exacting needs of their 
microelectronics. 


Batteries. In Gainesville, 
Fla. and Germany, the @ 
industry’s leading electro-  ¢— 
chemists work directly 
with customers to de- 
velop precise power 
sources for new products. 


Silicones. At Centers 

in Waterford, N.Y., 
Detroit, Los Angeles, 
and internationally in 
Canada, England, Hol- 
land, France, and Japan 
— GE experts in sealants 
provide customers with 
invaluable design and 
application assistance. 


The worldwide service capabilities of GE’s Engineered Materials business — 
a key to realizing high growth potential and maintaining sales and earnings leadership. 


Progress for People through Engineered Materials 
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Lamps that do more, 
with less energy 


General Electric technology for the home began a 
century ago with Thomas Edison's invention of the 
incandescent lamp. And the pace of GE lighting 
innovation has never slackened, as shown by two 
recent developments that open up new growth 
prospects for the Company’s residential lighting 
businesses: 


GE’s circular fluorescent 

Circlite®, General Electric’s new circular fluorescent lamp, offers 
consumers three advantages — energy savings, long life and easy 
installation. Introduced this fall, it uses only 44 watts to produce as 
much light as a 100-watt incandescent bulb — an industry first — and 
can be installed in exposed Ceiling fixtures and many portable 
household lamps. The adapter containing the ballast control is placed 
in the incandescent socket, and the 10-inch-diameter circular 
fluorescent tube is attached to the adapter. The Circlite tube has an 
average life of 7,500 hours, ten times that of a 100-watt bulb, and the 
adapter/ballast is expected to last 50,000 hours. A new high- 
efficiency phosphor gives Circlite a warm, pleasing color closely 
matching that of incandescent light. 


Same amount of light with 1/3 the energy 

Imagine a lamp that produces as much light as present incandescent 
bulbs while consuming only one-third as much energy and lasting 
four times as long. General Electric research has made this ‘‘dream’’ 
bulb a reality. Called Electronic Halarc®, this new energy-efficient 
family of home lighting products utilizes a miniaturized version of 

the quartz arc tube developed for General Electric's industrial 
Multi-Vapor® lamps. The bulb’s plastic base, which fits ordinary 
incandescent sockets, contains sophisticated electronic controls. 
First of the new lamps, to be marketed in 1981, is intended to replace 
the 50/100/150-watt incandescent in portable table lamps and other 
three-way fixtures. Future versions will include replacements for 
100-watt bulbs and reflector lamps. 


Photo by Ray Rognstad 
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Technologies for the home 


in GE consumer products, 


innovations that conserve energy and 
put the ‘new electronics’ to work 


Skyrocketing energy costs create 
a need. New developments in 
electronics offer an opportunity. 
Both are areas of change to which 
GE is responding with innovations 
in consumer products that require 
less energy. Examples illustrated 
here are supplemented by other 
developments: 

¢ GE “Energy Saver” range with 
specially insulated oven uses 25% 
less energy in baking and roasting 
than comparable standard ovens. 
¢ High-efficiency GE room air con- 
ditioners have larger motors, 
Capacitors and heat exchangers 
for more effective removal of heat. 
In addition, the Company is 
advising customers to buy smaller 
units, because room air condi- 
tioners control humidity only when 
the compressor is operating and a 


Energy-saving TV 

A solid-state ‘‘Energy Conscious”’ chassis in 
all 1980 GE 19-inch TV sets uses only about 
100 watts of electricity, compared with 143 
watts for previous 19-inch models. 
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conservatively sized unit will oper- 
ate its compressor more of the 
time—using less energy than the 
on-and-off cycling of a larger unit. 
The ‘new electronics” has been 
spurred by developments in solid- 
state microelectronics that put 
complex circuits on a single tiny 
semiconductor element-in effect, 
“a computer ona chip.” Again, GE 
technologists are applying these 
space-age developments to 
products for the home: 
¢ Microprocessor technology is 
the secret behind ‘The Great 
Awakening®,” the industry’s first 
multifunctional digital clock radio 
with a keyboard instead of tuning 
knobs. Its programmable options 
include two wake-up times and 
different radio-station settings for 
bake. and eae 
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¢ Electronic controls add to the 
versatility of the Versatron 
countertop oven, a portable 
appliance that can bake, broil, 
toast and roast family-size meals 
while using less energy thana 
standard-size range oven. 

Even after-sale service on 
consumer products is benefiting 
from advanced technology. 
Computer analyses guide spare- 
parts inventories on GE appliance 
service trucks, so that the needed 
part is on board 90% of the time. 
And when it isn’t, a nationwide 
computer network speeds the 
order to regional Replacement 
Parts Centers, or, ultimately, to the 
Parts Distribution Center in New 
Concord, Ohio, where over 43,000 
catalog items are in stock to make 
sure customers receive parts fast. 


For all-season home comfort 

The Weathertron® heat pump provides 
efficient all-electric home heating and 
cooling. With a Climatuff© compressor 
developed by GE, the heat pump delivers two 
units of heat energy for each unit of electrical 
energy used. 


Low-energy refrigerators 

This 17.6-cubic-foot top-freezer GE 
refrigerator is one of three models designed 
by the Company specifically for low-cost 
operation. With urethane foam insulation 
doubling the insulating efficiency, it uses at 
least 16% less electricity than standard 

GE models of the same capacity. 


Countertop cooking convenience 
Family-size meal capacity and a full range of 
oven functions are available in GE’s new 
Versatron® countertop oven. It has electronic 
controls, and uses less energy than a 
standard-size oven for similar cooking jobs. 
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Hot water “in the bank” For top-quality portable sound 
GE’s Hot Water Bank heat recovery unit uses GE’s finest-performance FM/AM portable 
rejected heat from central air conditioning radio of all time, SUPERADIO® has General 


system to heat water up to 160 degrees F. The Electric’s best long-range reception, best 
water is stored in the home's hot water heater station selectivity, and best sound quality. It 
tank for future use. The unit is available operates either on household current or on 
through GE central air conditioning dealers. ‘D’ batteries that last for up to 460 hours. 
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Technologies for the home 
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From solar collectors to burglar 
protection, GE innovations are 
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changing home patterns 


Doubling solar collector efficiency 

General Electric is working with architects 
and designers on customized homes that are 
heated and cooled with the aid of anew type 
of solar collector. The home above is 
representative. 

In place of conventional flat-plate solar 
collectors, this home in southwestern 
Connecticut uses 32 Solartron® vacuum- 
tube solar collectors. The outstanding 
feature of the Solartron collectors is the ther- 
mal absorbing vacuum tube, which consists 
of one glass cylinder inside another. The 
outer cylinder serves as a ‘‘window’’ for the 
sun's rays, and the inner cylinder is coated 
on its outer surface with a highly efficient se- 
lective light-absorbent coating. The space 
between the two cylinders is evacuated to 
form a thermos-type bottle that traps the 
heat. The General Electric collectors are up 
to twice as efficient as conventional units. 


The solar collecting system is mounted at 
a 35-degree angle on the south side of the 
roof, and has a net collection area of 475 
square feet. 

During the cooler months, the home is 
heated by solar-heated water circulated 
from a 600-gallon concrete storage tank. For 
summertime cooling, a three-ton ‘‘chiller’’ 
unit uses the absorption principle to serve as 
a heat exchanger, utilizing 190° F water to 
provide air conditioning. 

The Solartron solar collector array 
illustrated, one of anumber of installations 
now making use of the GE collectors, is 
designed to provide over 50% of the home's 
space heating and hot water requirements, 
as well as meeting most of the air 
conditioning needs. 


Zonar® alarm detects intruders 
Ultrasonics, an electronic technology used in 
national defense underwater echo-ranging 
detection systems, is being utilized in 
General Electric’s new Zonar intrusion alarm 
for the home. 

This portable, low-cost area burglar alarm 
for homes and apartments is capable of 
simultaneously monitoring one or more rooms 
and their points of entry. Powered by an 
inexpensive nine-volt alkaline battery, Zonar 
sends out an invisible beam up to 30 feet from 
the unit to detect intruders either at the point 
of entry or as they move about in the house or 
apartment. When the beam is interrupted by 
someone crossing its path, a piercing 85- 
decibel alarm is triggered and continues to 
sound for 41/2 minutes. 

Unobtrusively styled like a small portable 
radio and measuring only 4-by-7-by-3 inches, 
the alarm unit is completely solid-state in 
construction, with integrated circuits 
contributing to its compactness. 

Zonar can be turned off at any time by 
pushing a personally programmed three-digit 
code on the control panel, and a 10-second 
delay feature makes it possible for the 
homeowner to enter the room and deactivate 
the alarm before it sounds. The deactivation 
code can be reprogrammed with new digits 
at any time by the owner. A low-battery 
warning signal indicates when the unit’s 
power supply needs to be replaced. 


“Smart” thermostat reduces energy costs 
In 120 Maryland homes, an unusual 
experiment is underway involving utility- 
consumer cooperation in holding down the 
costs of electricity. 

The experiment centers on a GE 
development-the HC-1© Home Comfort and 
Load Management Control, a computerized 
home thermostat. The way it works is this: 

The GE “‘smart’’ thermostats installed in the 
120 homes can be programmed by the utility 
to advance or defer each home’s electric 
heating and air conditioning load around 
the utility’s peak load periods, while still 
maintaining home comfort. During sum- 
mer peak periods, for example, the set 
temperature is allowed to increase at a rate 
specified by the utility, thus holding down the 
air conditioning peak. And on winter peak 
days, the set temperature can be lowered, 
deferring electric heating peaks. 

The control can also be programmed to 
precool or preheat the house prior to peak 
load hours. 

When the peak period is over, the house 
temperature returns to that set by 
the homeowner. The GE control also features 
an Economy Cycle, set by the homeowner, 
which provides different night and day 
temperatures automatically. 

The system, being pilot-tested in these 
homes, enables the utility to reduce the 
extra costs and high investments in extra 
generation and transmission capacity 
required solely to meet peak electricity 
demands. 


GE meter delivers readings by wire 

If smart’ thermostats can help utilities hold 
down electrical costs, imagine what can be 
achieved by a meter that makes its own read- 
ings and wires them back to the utility. 

It’s happening, at seven locations where a 
new GE system is being field-tested. General 
Electric’s Automatic Meter Reading and Con- 
trol or AMRAC® centralized load manage- 
ment system eliminates the need for monthly 
trips to each customer's home or place of 
business to manually read and record power 
consumption. Instead, AMRAC system's two- 
way communication capability makes use of 
the utility’s own distribution lines as amedium 
for transmitting information between the utility 
and the customer’s meter. 

Another big cost advantage comes from 
the AMRAC system’s use as a time-of-day 
meter system. This enables the utility to keep 
track of how much power is used during peak 
hours and off-peak hours, permitting the use 
of rate structures calling for higher prices for 


peak-hour consumption and lower relative 
prices for off-peak usage. The effect is, again, 
to help level the utility’s load, thereby holding 
down the cost increases that necessitate 
higher rates for consumers. The system can 
be used to alert the utility’s customers to 
peak-hour consumption so that they can 
make use of lower off-peak rates. It can also 
be used during peak hours to control certain 
high-use appliances, such as water heaters, 
so the heaters operate with lower-cost off- 
peak energy. 
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The 1979 Information Meeting of General Electric 
share owners was held October 23 in the Grand 
Ballroom of Seattie’s Olympic Hotel, Chairman 
Reginald H. Jones presiding. Some 550 share 
owners from the region attended this first GE 
share owner meeting in the Pacific Northwest. 
Nearly 1,500 other share owners were repre- 
sented by virtue of having turned in question 
cards, distributed with the July dividend mailing, 
as the means by which they could submit ques- 
tions to be answered by General Electric officers 


at the meeting. 


A GE-powered Boeing 747 jetliner flying above 
the city’s skyline symbolizes a special interest 
for General Electric’s Board of Directors in their 
visit to Seattle. On hand to attend the Information 
Meeting, the Directors also took the occasion to 
tour Boeing’s nearby Everett plant and conduct a 
business review that included the Aircraft Engine 
Group’s plans for supplying GE engines for 
Boeing aircraft, particularly for new Boeing 757 
and 767 jetliners now in development. Their tour 
included a review of a full-scale mockup of the 
767. Ata dinner meeting in Seattie, the Directors 
also visited with a number of other GE customers 
in the Northwest. 


Information Meeting report: 


GE plans 
for the 1980s 


Meeting at the end of one decade and the beginning of 
another, share owners attending the 1979 General Electric 
Information Meeting heard top officers report on “what 
your Company has done to prepare itself for the 1980s.” 
GE Chairman Reginald H. Jones began with the current 
year: “We are quite confident that General Electric will end 
the year with growth in both sales and earnings that ex- 
ceeds the growth of the national economy, whether ex- 
pressed in current dollars or adjusted for inflation.” He 
explained that the GE Annual Report for 1979, to be dis- 
tributed next March, will follow the recommendations of 
the Financial Accounting Standards Board and show fi- 
nancial results in both historical-cost and inflation-ad- 
justed terms. “Many other companies will do the same, 
and it will be interesting — and sobering — to see the 
impact of inflation on various companies and industries.” 
Turning to the measures GE management has taken to 
position General Electric for sustained earnings growth in 
the 1980s, the Chairman noted that “the most obvious 
move has been to establish an accelerating momentum in 
sales and earnings over the past decade. With an assist 
from inflation, sales have been increased from $8.5 billion 
in 1969 to $19.7 billion in 1978, while earnings have been 
increased from $305 million to $1.2 billion in the same 
eriod. Dividends also moved up in that period, from 
$1 .30 per share to the current rate of $2.80 per share.” 
He pointed out also that “we have very substantially 
increased our customer base and our base of productive 
facilities as we head into the 1980s. Last year alone we 
invested $1.1 billion in new plant and equipment.” 
Further, he said, management has been successful “in 
making your invested dollars work harder for you.” This 
success is reflected in two key ratios: “In 1969 — a year 
when a Company-wide strike cut deeply into our earnings 
and efficiency — the Company’s return on sales was 3.6%. 
By 1978 we had brought that up to 6.3% — the highest 
level in the past 25 years. And our return on the share 
owners’ equity amounted to 19.6%, as compared with 
11.8% in 1969. That 19.6% return is also a ratio we 
haven't seen at General Electric for at least 20 years.” 
These facts indicate, in the Chairman’s view, that “your 
Company has achieved a certain momentum as it heads 
into the 1980s.” But since “the grand totals don’t tell 
everything,” he went on to highlight other steps that have 
been taken to accelerate the Company’s momentum. 
“Probably the most important move,” he said, “was to 
diversify the Company into new, faster-growing sources of 
income. We have not only grown our traditional electrical 
manufacturing lines but have also expanded into raw ma- 
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terials, man-made materials, service businesses, and high- 
technology products such as jet engines. And we have in- 
ternationalized the Company.” 

Still another important preparation discussed by the 
Chairman is that “we have, in a careful, evolutionary way, 
changed the Company’s organization and management 
system to make this very large enterprise more manage- 
able, more responsible and more profitable. A strategic 
planning system was established eight years ago and, 
through constant refinement, has achieved a level of so- 
phistication that has attracted worldwide attention. The 
Company has been organized into what we call strategic 
business units — 46 of them at the present time — and 
these in turn have been organized into six major Sectors. 

At the same time, he said, “we have strengthened our 
system of corporate governance and the role of the Direc- 
tors who represent you share owners. General Electric has 
always had a strong outside Board. Well before the present 
hue and cry about building up the responsibilities of Di- 
rectors, General Electric’s Board had organized itself into 
working Committees to assure adequate oversight. Today’s 
seven Committees of the Board meet frequently, in addi- 
tion to the regular full meetings of the Board, and they 
have established effective lines of communication to be 
sure that they will have full and timely information on any 


J 
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significant Company developments. General Electric is 
fortunate to have such a strong and independent Board of 
Directors who take their responsibilities seriously.” 


‘A technological renaissance’ 

GE has prepared itself, he continued, in terms of its 
scientific and technical skills. “The Company has led all 
other companies in patentable inventions for as long as 
the U.S. Patent Office has kept records, and this year we 
achieved our 50,000th patent. No other company is even 
close. But we cannot ever become complacent, and so 
three years ago we instituted a deep, Company-wide study 
of our technological strengths, weaknesses and opportuni- 
ties.” As a result, “we are experiencing a technological ren- 
aissance that promises to give birth to many new products, 
processes and businesses in the 1980s.” 

Coming out of the disastrous strike of 1969-70, manage- 
ment determined to build what Chairman Jones charac- 
terized as “a more stable and productive relationship with 
the unions. They too saw the advantages in such a rela- 
tionship, and the results were evident in the peaceful sign- 
ing this year of contracts, after very tough bargaining, that 
are responsive to the needs of employees and share owners. 
These new relationships provide the Company with a 
much more stable basis for business planning.” 
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General Electric’s preparations for the next 
decade, Chairman Jones told share owners 
at the 1979 Information Meeting, include 
“bringing along a number of exceptionally 
promising managers and making sure that 
they have operating experience in a broad 
range of the Company’s businesses.”’ 


He announced that at the end of the year the 
two Vice Chairmen who have shared the Ex- 
ecutive Office with him will be retiring and 
that three new Vice Chairmen have already 
been selected to take their place. Shown 
(left to right): retiring Vice Chairmen W. 
David Dance and Jack S. Parker; Chairman 
Jones; and the new Vice Chairmen — John 
F. Burlingame, Edward E. Hood, Jr., and 
John F. Welch, Jr. 


He noted that ‘‘each of the new Vice Chair- 
men has an outstanding track record as a 
broad-gauge executive, and in December 
they will be elected to the Board.’’ Manage- 
ment in depth, and orderly succession, he 
concluded, are part of General Electric’s 
approach to the ’80s. 


Photo by Joseph B. Brignolo 


‘A respected voice in Washington’ 

Another development of the 1970s cited by the Chair- 
man was “the realization that in our highly politicized 
economy it is important that business participate in the 
public policy process. So we have been making ourselves 
heard in Washington, particularly on issues that affect the 
business and investment communities. And I believe it is 
fair to say that General Electric’s voice is respected in 
Washington as a voice of reason and progressiveness. We 
have also been striving for better working relationships 
with the press and the academic community, recognizing 
that they are profoundly influential in establishing the cli- 
mate of opinion and legislation that determines whether a 
large company can survive and prosper today.” 

These, plus initiatives taken in marketing, manufactur- 
ing and other functions of the business, demonstrate “how 
we have been preparing ourselves for the new world of the 
1980s.” However, Chairman Jones added, none of these 
preparations would be worth very much if GE did not 
have the resources to take advantage of the business op- 
portunities lying ahead. “And I am pleased to report that, 
financially, General Electric is in excellent shape. Our cash 
and marketable securities presently amount to $2.4 billion 
— well in excess of our daily working requirements. Our 
debt-to-total-capital ratio, which was over 30% just four 


years ago, has been worked down to a comfortable 20%, 
and our Triple-A credit rating assures us of plenty of 
credit if it were needed.” 

He summed up: “So we are well-positioned financially, 
managerially and technically to make the 1980s a decade 
of excitement and growth for General Electric and for 
those who have invested in this great enterprise.” 


GE futures in energy, 
industry, consumer markets 

Growth opportunities foreseen for General Electric’s 
energy, industrial and consumer businesses were reported 
by Vice Chairman W. David Dance: 
¢ With the U.S. using 78 quadrillion BTUs of energy in 
1978, the U.S. Department of Energy estimates that even 
with an aggressive conservation program the nation will 
need, by the year 2000, a minimum of 110 quads, 30 more 
than are consumed at present. “Since each new quad in- 
stalled will require an estimated capital expenditure of 
$15-to-$25 billion, the potential equipment and systems 
opportunities for GE are large, indeed.” To realize this 
opportunity, General Electric is at work on a broad span 
of energy technologies, as discussed in the caption below. 
¢ For GE industrial businesses, future growth is centered 
on productivity — “that’s what General Electric needs 


The energy future was discussed by Vice 
Chairman Dave Dance. “‘As world supplies 
of pumpable fuels decline,” he said, ‘“‘we 
must inevitably turn to such alternative 
sources as solar, biomass and synfuels. 
But in this century — until these can be de- 
veloped on a commercial scale — we be- 
lieve the only way out of the OPEC ‘oil trap’ 
is greater use of nuclear energy and coal.” 


An example of how GE nuclear technology 
is being put to worldwide use is illustrated 
by Spain’s new Cofrentes plant, seen 
through trees at left. It utilizes Europe’s first 
GE advanced BWR‘6 boiling water reactor. 


In addition to nuclear, Dance said, GE is 
“moving ahead in researching advanced, 
environmentally acceptable ways to utilize 
coal,” including use of clean gas froma 
coal gasifier to drive a combined-cycle 
system of gas and steam turbines. 


As for renewable energy technology, he 
pointed out that “GE has the nation’s larg- 
est industrial solar energy development 
program for heating, cooling and power 
generation” and is developing other re- 
sources as diverse as the world’s largest 
wind turbine and an experimental kelp farm 
to learn how to turn seaweed into clean- 
burning methane gas. 


His conclusion: no matter which energy 
paths the U.S. and other nations finally de- 
cide to pursue, GE energy R&D programs 
assure that the Company will continue to 
be a leader in building profitable energy 
businesses. 
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more of to help offset inflation and rising energy, material 
and labor costs, and that’s what this country must have 
more of if it is to survive in the highly competitive battle 
with other nations for expanding world markets.” Within 
the Company, Dance said, significant improvements in 
productivity have been made in recent years. On the na- 
tional front the Company has been active in two ways: 
working with business and government leaders on tax re- 
form legislation and investment incentive programs to en- 
courage greater capital formation; and developing more 
efficient, more productive industrial equipment. 

¢ Consumers will continue to provide “a rich, growing 
market for General Electric products and services,” he 
said, because GE economists estimate that, even after taxes 
and inflation, consumer income in 1990 will be almost 
50% higher than it is today. He also made the point that 
“with the birth rate down, the cost.of living up and more 
women in the work force, today’s consumers are quite 
different from those of the past. They want safe, energy- 
efficient products with unique time- and work-saving fea- 


tures. They want good value for their money, and prompt, 


courteous service when needed.” GE has consumer prod- 
ucts and services to meet these changing expectations, he 
said, and is mounting a new communications campaign on 
the theme that at GE “we bring good things to life.” 
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Opportunities for high-technology businesses 
Vice Chairman Jack S. Parker reported on a spectrum 
of GE operations for which science and technology pro- 
vide the “principal engines driving our businesses toward 
the expanded worldwide opportunities in the 1980s.” In 
addition to the medical systems and electric auto compo- 
nents examples pictured, he reviewed a number of other 
high-technology GE businesses: 
e Aerospace programs that serve “not just the Depart- 
ment of Defense and the National Aeronautics and Space 
Administration, but also the Department of Transporta- 
tion and the Department of Energy” contribute broadly to 
U.S. strategic and tactical defense programs. General 
Electric is at work on many of the most advanced military 
systems and satellites, as exemplified by development, for 
the Marine Corps, of “the first completely solid-state, 
three-dimensional tactical radar system.” Success of this 
development, Parker said, “led to your Company’s win- 
ning the Seek Igloo solid-state radar competition for ad- 
vanced equipment that, in the 1980s, will be on guard at 
our Alaskan frontier.” 
: In the civilian arena, he pictured the Aerospace Group 
as “a world leader in terrestrial application of space tech- 
nology.” As an example, the GE earth resources satellite 
called Landsat sends back infrared pictures that “provide 


Numerous questions about General Elec- 
tric’s role in electric auto development were 
answered by Vice Chairman Parker. Al- 
though GE is not going to get into the auto- 
mobile business, he said, “we do have a 
substantial stake in providing controls, 
components, materials and, perhaps ulti- 
mately, even the batteries which would 
power electric autos.” 


GE has done a great deal of work on devel- 
opment automobiles. Of two recent proj- 
ects, the first was to see what could be 
done to make the most effective electric ve- 
hicle using standard, available compo- 
nents. “The result of this project was a car 
with an in-town range of 45 to 50 miles be- 
tween battery charges.” The second proj- 
ect, the ETV-1 pictured at left, developed 
with Chrysler Corporation for the U.S. De- 
partment of Energy, is an advanced auto- 
mobile incorporating new technologies. Its 
urban range was increased to 75 miles, with 
a constant 40-mph range of 100 miles. 


The principal need, Parker made clear, is a 
breakthrough in batteries. GE’s Research 
and Development Center has had this as 
one of its high-priority research activities 
and has made significant progress. ‘“‘The 
problem will be solved, but it’s not going to 
be solved in the very near future.” 


information for locating potential mineral, oil and gas de- 
posits, detecting diseased crops, and charting ocean cur- 
rents to improve efficiency of tanker operations.” 

¢ For Boeing’s 757 and 767 aircraft, “we have come up 
with the avionics of the next decade, which are based on 
digital electronics technology.” Presently available are GE 
sensors, displays, instruments and computers that reduce 
crew workload and provide more sensitive and economical 
control of aircraft. 

¢ For General Electric’s Aircraft Engine Group, Vice 
Chairman Parker foresees “excellent and exciting pros- 
pects in the 1980s.” Through the next decade, he said, 
“this Group should have more different types of engines 
in either development or production than any other man- 
ufacturer. Over 60 airlines have now selected GE’s CF6 
engine to power their twin, trijet and four-engine wide- 
body aircraft. In the 1980s, a major share of commercial 
wide-body transports will be powered by General Electric 
engines.” He sees today’s trends in aircraft technology fa- 
voring the GE CF6 family of engines because of their high 
efficiency and low fuel consumption. 

¢ As for military aircraft, “we anticipate greater emphasis 
on large transport aircraft to deploy troops and equip- 
ment rapidly; large airborne tankers; broadened and di- 
versified use of helicopters; and lower-cost, high-perfor- 
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mance tactical aircraft” — all markets that GE serves. 

¢ GE’s exports, Parker commented, are dominated by 
high-technology products. He foresees that 1979 export 
sales “will break all previous records.” 


Answering share owner questions 

Responding to written questions either mailed in or sub- 
mitted by the audience, the three top GE officers covered 
a wide range of subjects, as indicated by these examples: 


What’s ahead for the U.S. economy? “Our economists are 
still of the opinion that we will have a slowdown in the 
economy,” Chairman Jones reported. “The slowdown 
started in the second quarter. The third quarter is some- 
what of an aberration or a ‘sport’ occasioned by the fact 
that inventories were drawn down, causing a spurt in the 
gross national product. We fully expect the GNP to fall 
somewhat in this fourth quarter and to continue its decline 
in the early months of 1980. Our economists do say that 
we'll see this decline in the second half of 1980, and 
that there will be some relief on the inflation front as a 
result of the lower activity in the business sector.” 

On the subject of the recent revision of monetary policy 
by the Federal Reserve System, amounting to a shift in 
emphasis from interest rates to bank reserves, the 


Discussing General Electric’s medical sys- 
tems business, Vice Chairman Jack Parker 
commented on the fact that the Company 
“thas long been a leader in medical x-ray 
technology and is now broadening into nu- 
clear imaging, computed tomography and 
ultrasound.” 


The computed tomography (CT) whole- 
body scanner allows doctors to examine a 
cross-section of the human body in a way 
that often makes it possible to avoid unnec- 
essary surgical diagnostic procedures, 
Parker said. “It’s like examining a slice of 
bread without cutting the loaf.” 


General Electric is the recognized industry 
leader in computed tomography equipment, 
he pointed out, with export orders account- 
ing for a good share of the total business. 
The current drive to increase international 
sales of GE medical systems is illustrated 
at left by a General Electric CT scanner 
being loaded aboard a cargo plane for over- 
seas shipment. 


And research into new areas of medical 
technology continues in the Company, 
Parker added. ‘‘Now, with our experimental 
ultrasonic imager, our scientists are trying 
to do similar things with sound to what 
computed tomography does with x-rays. Ul- 
timately, such a system could be a powerful 
tool in the detection of heart disease.” 
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Chairman commented that “I have yet to meet a business- 
man.who is not totally supportive of this new policy. Yes, it 
is going to mean a contraction in economic activity. These 
very high interest rates will cause a dropoff in purchasing 
and in new investment by business. But we can’t reduce 
present high rates of inflation without some pain. A reduc- 
tion in business activity will be necessary before we can 
turn this inflationary spiral around and break this infla- 
tionary psychology. I hope we all have the self-discipline, 
the restraint, the national will and the good judgment to 
stay with this course long enough to break the inflation 
cycle and get it back to more reasonable levels, because 
inflation will destroy our economy.” 


Recent losses of three top managers were discussed by the 
Chairman: “This was the year in which General Electric 
made significant changes in its top management. With two 
Vice Chairmen retiring at the end of the year, we have 
elected three new Vice Chairmen to succeed them. We had 
seven or eight very strong contenders for those three posi- 
tions, and in that sense your Company was blessed. We've 
had a long history of having a very fine recruiting opera- 
tion in General Electric as well as a very fine management 
manpower development program. Your Company is very 
fortunate that it could pick and choose among seven or 
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eight eminently qualified people for three that it wished to 
have in these key assignments.” 

Noting that the Board of Directors had chosen and pro- 
moted the three whom it considered the best qualified, the 
Chairman added that those who are leaving “are still ex- 
traordinarily capable people” who have been offered 
“these very significant positions in American industry and 
have accepted them.” 

The Chairman’s recommendation to the share owner 
audience was that rather than viewing this development 
with concern, “I think you should view it with confidence 
— that we had a reservoir of talent of such depth and 
magnitude that we could pick and choose those whom we 
wanted for these key roles, and that those others were still 
so attractive that they were, in effect, taken away from us 
by incentives greater than we could match. I wouldn’t be 
concerned. You're going to be pleased with this next man- 
agement team.” 


Plans for the Power Systems business? Vice Chairman 
Dance observed that the decline in the U.S. growth rate 
for electrical consumption from its historic 7% level to 
less than 4% this year had required General Electric “to 
take a complete new look at our Power Systems business.” 
He pointed out that only 8% of total GE earnings today 


The status of the proposed merger of the 
Cox Broadcasting Corporation with GE’s 
radio, TV and cable-TV businesses was re- 
viewed by Vice Chairman Dance. He ex- 
plained that the merger has been approved 
by Cox share owners and is awaiting requi- 
site governmental approvals, primarily from 
the Federal Communications Commission. 


“In the meantime, we’ve signed contracts 
for the disposition of the three television 
and eight radio stations that will have to be 
disposed of in order to comply with FCC 
multiple-ownership rules.” Further, to help 
achieve FCC objectives of diversifying 
ownership and giving preferential treatment 
to local and minority interests, 75% of the 
buyers of these stations are new entrants to 
broadcasting, 75% have minority represen- 
tation, with more than half minority-con- 
trolled, and 50% are local buyers acquiring 
stations in their home communities. The ex- 
ample pictured: Cicero M. Green, Jr., Vice 
President and Treasurer of North Carolina 
Mutual Life Insurance Company, the pro- 
spective purchaser of WNGE-TV Nashville 
(left), with A. Donovan Faust, President — 
GE Broadcasting Co. The station will be- 
come the first black-controlled VHF station 
in the South. 


In addition, GE is establishing an assis- 
tance foundation to provide education and 
training for minorities seeking to enter the 
broadcasting field. 


Photo by Joseph B, Brignolo 


come from this Sector but that the Company continues to 
look to the business to maintain profitable growth despite 
slower markets. 

~ One step that has been taken, he said, is a change in 
direction for the gas turbine business. In its period of 
growth several years ago, “75% to 80% of our gas turbine 
business was in the U:S., either for the industrial or the 
utility market. Today, 75% to 80% of that business is 
offshore, and profitable.” 

Other measures to participate in faster-growing markets 
abroad include increased licensing arrangements and joint 
ventures. An example is Taiwan, where General Electric 
and Taiwan Power Company are the major participants in 
a joint venture that has already won steam turbine-genera- 
tor orders. “We're looking for other opportunities to form 
joint ventures like this, to broaden General Electric’s ex- 
port markets.” 

The Power Systems Sector is also developing its service 
businesses, as exemplified by the installation and service 
engineering business, which is growing offshore as well as 
domestically. 

The result of these and other measures is that, “despite 
the slowdown in sales, General Electric should have record 
earnings in this Sector this year, and we think that over the 
next five years the Company should continue to grow the 


power systems business profitably.” 


How well do GE aircraft engines compete? Vice Chair- 
man Parker answered that they compare very favorably 
with competitive engines. “Statistics indicate that we have a 
couple of important edges, particularly in specific fuel 
consumption. This might not have been so important a 
few years ago when fuel costs represented less than 8% of 
the operating costs of an airplane. Today they represent a 
third. So fuel consumption is becoming increasingly im- 
portant to the airlines.” 

Moreover, he said, General Electric engines do well in 
terms of reliability — “and this again is, statistically, the 
story that comes from the airlines, not from us.” Compari- 
sons of such measures as premature removal rates have 
shown GE engines performing well compared to those of 
the competition — “and it’s up to us to see that they re- 
main that way.” 


Update on South Africa is the title of a new report pub- 
lished to provide share owners with information about the 
implementation of the General Electric Statement of Prin- 
ciples in GE business operations in South Africa. Fora 
copy, write Investor Relations, General Electric Company, 
Fairfield, Ct. 06431. 


Responding to share owners’ questions 
about future prospects for GE international 
business, Vice Chairman Parker com- 
mented that “there is every reason to ex- 
pect that we will have an increasing propor- 
tion of total GE revenues and earnings from 
our offshore sales.” This will come, he said, 
despite intense competition from other in- 
ternational-minded companies and in spite 
of the fact that U.S. foreign policies have 
not favored U.S. companies with the advan- 
tages that other governments provide their 
trading companies. 


GE success in international markets is indi- 
cated by 1979 export orders running sub- 
stantially higher than the strong 1978 lev- 
els. This surge has been led by high- 
technology exports, as typified at left by GE 
gas turbines supplied to Egypt to meet its 
rapid growth in electrical demand. 


The Company is serving the fast-growing 
markets of the oil-rich nations. “As an ex- 
ample,” Parker said, ‘“a $121-million gas 
turbine order for Saudi Arabia was the larg- 
est single turbine installation order ever re- 
ceived. The Saudis, indeed, became our 
biggest export customer overall during the 
past year.” He added that “Black Africa has 
become a very important export market for 
GE. Nigeria, for example, the number-two 
source of U.S. oil imports after Saudi 
Arabia, is our largest single market in Cen- 
tral Africa. Its booming economy has cre- 
ated urgent needs for infrastructure devel- 
opment — railways, electric power, ports 
and communications.”’ 
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Detroit’s Renaissance Center 


New GE-equipped complex 
is aptly named 


eon ee homeo a * 


The soaring towers of Renaissance Center In the devastation of the 1967 riots (above), the 
(facing page) are both the symbol and stimulus city seemed destined for a future of urban atro- 
for an economic and social turnaround in Detroit. phy. But today, boasts Mayor Coleman A. Young, 


“the so-called ‘Crime Capital’ of the world is lead- 
ing the nation in the reduction of crime.”’ 


A RenCen engineering supervisor (left) checks a 
GE switchgear panel in the Detroit Plaza Hotel’s 
main power substation, one of 28 in the complex. 


Photos by David L. Martin 


Just a few years ago, in the bleak pe- 
riod following the tragic riots of the 
summer of 1967, to mention the 
name Detroit was to evoke an image 
of urban disaster. With its center city 
sinking into decline and decay, as 
shops and businesses shuttered their 
doors to seek sanctuary in the sub- 
urbs, Detroit came to be known as the 
“Crime Capital of the Nation.” Amid 
deepening despair, unemployment 
climbed past 22%. 

Then a curious thing happened. 

A group of civic leaders tenaciously 
refused to give up on their city. They 
envisioned building a complex of of- 
fices and shops, hotel and restau- 
rants, so innovative and so inviting 
that it would serve as a catalyst — an 
economic and social focal point for 
the resurrection of their city, which 
would rise phoenix-like, literally from 
its own ashes. 

Most remarkably, city planners 
conceived a plan whereby the $350- 
million complex would be financed 
entirely by the private sector, with 
not one cent of Federal funds. Thus 
Renaissance Center was born. 

Has their faith in a city many had 
written off as moribund been justi- 
fied? Consider the evidence: 

C] Since its dedication in 1977, the 
landmark enterprise has been di- 
rectly responsible for pumping $1 bil- 
lion into the flagging local economy. 
LJ “RenCen,” as Renaissance Center 
is commonly called, has attracted doz- 
ens of new businesses and provided 
9,000 jobs, while generating nearly 
$5 million a year in additional tax 
revenues for the city. 

«(_] It has drawn record levels of con- 
ventions and attractions to Detroit, 
including the upcoming 1980 Repub- 
lican Convention and the 1982 Super 
Bowl game; tourism has become a 
$100-million-a-year industry for the 
city. 

_] The Center has sparked many new 
downtown construction projects and 
increased the value of existing center- 


city property. 
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Part of the all-GE electrical distribution system, a 
motor control center is located in each tower and 
the hotel. 


The eight-story lobby atrium (left) reflects John 
Portman’s ‘‘open”’ style of architecture. Says 
Portman: ‘You don’t get people back to the cen- 
tral city by telling them they have an obligation to 
support it. You get them back by putting some- 
thing enjoyable there to attract them.” Summer 
weekend ethnic festivals, like the Greek festival 
shown above, attracted thousands. 


LJ Among the intangible “ripple- 
effect” benefits are a brighter eco- 
nomic and employment climate, and 
a more positive image overall of 
Detroit as a place in which to live, 
work and invest. 

The most conspicuous facet of the 
RenCen story is the architecture: it’s 
an eyeful. Rising from the banks of 
the Detroit River just across from 
Windsor, Ontario, the future-world 
city comprises a 73-story glass- 
sheathed cylindrical hotel, claimed to 
be the world’s tallest, and four octag- 
onal 39-story towers containing a to- 
tal of 2.2 million square feet of office 
space. Beneath it all weaves a laby- 
rinth harboring 100 retail shops and 
restaurants, ranging from fast-food 
eateries to prestigious jewelry stores. 

Centerpiece of the complex is a 
dazzling eight-story lobby atrium 
crisscrossed by five levels of aerial 
walkways interconnecting shops and 
office towers. Housed within the 
atrium are a half-acre lake, a three- 
story waterfall, two acres of skylight, 
and thousands of plants and trees — 
hanging and suspended. 

If it can be said that steel and con- 
crete make up the skeleton and mus- 
cles of the RenCen complex, then it is 
electrical power that constitutes its 
heart and circulatory system. Here is 
where General Electric makes its criti- 
cal contribution, for without the GE 
electrical distribution system, devised 
and installed by the Apparatus Distri- 
bution Sales Division, nothing would 
work: none of the 91 high-speed 
elevators serving 1,400 hotel guest 
rooms and hundreds of offices, no es- 
calators linking lobbies and shops, no 
ever-changing panoramic view from 
the world’s largest rooftop revolving 
restaurant, no heating, no cooling. 

The 100% GE electrical package is 
of a scale to match the project. Fifteen 
thousand volts of power flow into 
substations at the base of each of the - 
four office towers and the hotel — 
enough total electricity to service a 
city of 20,000. From here, GE trans- 


formers and switchgear break the 
block of power up into usable chunks 
and feed them, via GE metalclad bus- 
ways, up each tower. On every fifth 
floor, lighting panel boards tap the 
power as needed and, in separate in- 
stallations, motor control centers di- 
rect energy to such heavy machinery 
as elevators, fans and compressors. 

It all adds up to an impressive 
range of GE equipment — 742 power 
and lighting panels, 24 motor control 
centers, three 3,500-horsepower 
high-voltage induction motors, 131 
transformers, 4,000 feet of power 
bus, and 30,000 circuit breakers — an 
electrical shopping list befitting the 
giant it serves. 

Dramatic as is the physical face of 
RenCen, it is no more impressive 
than the tale of how the complex 
came to be. When city fathers first 
selected a site on which to build, it 
seemed an unlikely choice: a down-at- 
the-heels riverfront spread of aban- 
doned warehouses, unpaved parking 
lots, a dilapidated flour mill, anda 
little-used railroad yard. But this site, 
one-third larger than New York’s 
Rockefeller Center, had one thing in 
its favor: it was cheap, less than $10 


per square foot. 

To implement one of the most am- 
bitious urban development programs 
ever, Henry Ford II, Chairman of the 
Board of the Ford Motor Company, 
put together a 51-member partner- 
ship. It was the largest private invest- 
ment group ever assembled in the 
U.S. for real estate development and, 
among themselves, the partners 
raised the equity investment of $114 
million. Next, a consortium of 28 
banks was formed to back the $200- 
million construction loan, believed to 
be the largest yet made for such a 
project. It all took five months. In 
November 1972, site clearance began, 
and the first office tower opened on 
July 1, 1976. 

For any city considering ways to re- 
verse urban rot, the Detroit experi- 
ence has two fundamental lessons to 
teach: 

CL Backers of the RenCen project, 
while undeniably civic-minded, are, 
above all, businessmen and financiers 
who expect a reasonable return on 
their investment; RenCen is a busi- 
ness, not a charitable, undertaking. 
CL For such a plan to succeed, an un- 
common degree of cooperation 


among seemingly disparate groups 
is a necessity — a coalition of private 
investors, public officials and labor 
leaders. Among other efforts in the 
case of RenCen, the legislature made 
technical changes in state laws. De- 
troit’s mayor expedited project per- 
mits, and local construction unions 
pledged no labor disruptions. 

More eloquent than any oratory 
proclaiming the success of RenCen 
was the recent start of construction 
on two new towers, part of a $70- 
million expansion. This testament to 
investor confidence in the city’s future 
is a joint venture with Rockefeller 
Center, Inc. of New York, which will 
design, finance and build the 
addition. 

Perhaps the definitive judgment 
of the accomplishments of RenCen 
came when it was first announced 
that Rockefeller Center would par- 
ticipate in the expansion. “When as- 
tute businessmen from outside the 
city come to share the optimism of 
the informed Detroiter,” said Mr. 
Ford, “the rebirth of our city is 
underway.” 


a 
Detroit center promotes 
GE materials 


If a symbol is needed for GE’s commitment to 
serving Detroit’s dominant industry, it can be 
found at the GE Automotive Materials Center in 
Southfield, Mich., less than 30 minutes away from 
the Center’s principal customers. 

Here is a GE facility whose sole reason for being 
is to offer a spot where auto planners and 
designers prove to themselves how GE’s variety 
of engineered materials can solve problems 

for them. 

“At our center,” explains Charles R. Carson, 
Senior Vice President and Group Executive, 
Engineered Materials Group, “we demonstrate to 
auto makers that GE engineering plastics can do 
the job of metal or glass while sharply reducing 
weight and, thus, increasing a car’s fuel 
efficiencies. A headlamp of Lexan® resin, for 
example, is tougher than glass yet weighs only a 
third as much.” 

It’s the same with other GE materials, Carson 
adds. ‘“‘We’re expanding the Detroit center so that 
it will be more effective in demonstrating GE lam- 
inates, batteries, silicones, Man-Made® industrial 
diamonds, and tungsten-carbide metal-cutting 
materials.” The Detroit center is one of seven GE 
centers that carry GE materials technologies to 
customers in Europe, Japan and Australia as well 
as the U.S. 
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For Utah International, 
a ‘bright outlook’ 


At financial analysts meeting, officers 
of GE’s natural resources affiliate 
report on the challenges of the 
mining business and emphasize the 
prospects for earnings growth. 


General Electric's October 3 meeting 
with financial community representatives 
in New York was devoted to an in-depth 
review of the operations of Utah 
International Inc., the Company’s wholly 
owned mining affiliate. 

The meeting began with a concise 
profile of Utah International, presented 
by John L. Ingersoll, manager of GE’s 
Corporate Institutional Relations: 

‘Founded in 1900 as the Utah 
Construction Company, Utah began 
as a heavy construction engineering 
company, and later became the leading 
railroad contractor in the Far West. In the 
1930s and early 1940s, it was a major 
partner in joint ventures that built such 
structures as Hoover, Bonneville and 
Grand Coulee Dams.” 

In the years following World War II, he 
added, Utah diversified its operations 
and entered the mining field with 
contract coal mining operations in 
Pennsylvania and an iron ore mine in 
Utah. “Today,” he said, “Utah has 
established itself in the forefront of 
international mining activities.” 

The result is that “Utah International 
now is far removed from the Utah 
Construction Company of early days. 
The hand tools, mule-drawn wagons and 
coal-powered locomotives have been 
replaced by massive draglines, fleets of 
haul trucks and huge ocean vessels. But 
continuing from the past are the 


The busy world of Utah International, as 
interpreted by artist Jerry Pinkney, includes, 
clockwise from upper right, iron ore mining, 
copper, ocean shipping and coal, plus the 
operations of wholly owned affiliates, including 
uranium mining by Pathfinder Mines Corpora- 
tion and, in the center, oil and gas production 
by Ladd Petroleum Corporation. 


company’s efforts to identify worldwide 
economic needs — currently in terms of 
mineral deposits — and to mobilize 
capital, and technical, marketing and 
management skills to satisfy those 
needs. Utah’s heritage continues to bea 
source of strength.” 

As a business enterprise, he con- 
cluded, “Utah’s performance indeed has 
been remarkable. In 1958, Utah’s net 
income was less than $5 million. 

In the last ten years, earnings have 
increased at an average annual rate of 
over 25% and exceeded $180 million 
in 1978.” 


What lies ahead for Utah? The 
affiliate’s own managers provided their 
answers in a series of addresses in 
which the problems and challenges 
facing the company were acknowledged 
but were clearly seen as overbalanced 
by the great opportunities ahead and by 
Utah’s strengths in capitalizing on them. 

Alexander M. “Bud” Wilson, Chairman 
of the Board and Chief Executive Officer, 
gave first attention to the bottom line: 

“Last year our revenues, principally 
from mining, were a little over $1 billion, 
and we earned $180 million, down from 
our record year’s performance in 1977 of 
$197 million. Australian tax increases 
and strikes finally produced a down year 
at Utah, after 13 consecutive years of 
improved earnings. But 1979, we 
believe, will produce a new high in Utah 
earnings.” He went on to say he also 
expects “1980 to establish another new 
high for Utah’s earnings.” 

Looking beyond these favorable short- 
term prospects, Wilson emphasized 
that, on a long-term basis, he and his 
associates are optimistic about Utah’s 
prospects — an optimism rooted in the 
fact that Utah is among the lower-cost 
producers of resources that the nations 
of the world need now, and will need 
increasingly as their economies 
strengthen. 

The challenges — competitive, 
political, regulatory, economic, techno- 


logical — that face Utah operations are 
“awesome, ’ the affiliate’s senior officers 
agree. Nevertheless, Bud Wilson told the 
analysts, “over the longer term we will 
continue to outperform the average 
mining companies because we have 
proven abilities in the five key activities 
required for long-term success.” 

As the first of these, he said, “we know 
how to determine what to look for — to 
target good mineral and energy 
prospects in world trade.” 

Second: “We know how to find what 
we're looking for with aggressive 
grassroots exploration programs.” 

Third: ‘“Utah’s reputation and past 
conduct provide us with the vital 
ingredients for successful negotiation of 
international business agreements in 
perhaps the toughest of all arenas — 
resource development.” 

Fourth: “‘We certainly have established 
the abilities to develop and produce, 
from infrastructure through processing.” 

And fifth: “We know how to move our 
products to market — to sell and deliver 
our products to reliable customers who 
have dependable long-term product 
requirements.” 

Newsworthy highlights were included 
in the series of presentations that 
covered all main aspects of Utah’s 
operations: 


Copper’s ‘excellent year’: Utah's 
wholly owned Island Copper Mine on 
Canada’s Vancouver Island, one of eight 
operations of Utah’s Mining Division 
described by Charles K. McArthur, 
Senior Vice President and the Division’s 
Manager, is experiencing “good 
production and very strong metal 
prices.” While copper is the mine’s main 
output, totaling some 55,000 tons per 
year in the form of copper concentrate, 
one-third of present revenues comes 
from by-product metals, including gold, 
silver, molybdenum and rhenium, a 
relatively rare element used in the 
production of no-lead and low-lead 
gasolines. 
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Alexander M. Wilson (left), Utah International’s 
Board Chairman and Chief Executive Officer, talks 
with guest at financial analysts meeting. 


Utah-GE tungsten mine: Plans are 
going forward to operate, by 1982, the 
Springer Mine, which will produce 1.6 
million pounds of tungsten per year—a 
significant portion of the requirements of 
GE’s lamp business. The mine is an in- 
house Utah-GE Lighting Group joint 
venture, with Utah having responsibility 
for the facility's operation. 


The Samarco iron ore mine in Brazil 
faces brighter prospects, McArthur 
commented, as “recent improvements in 
the world steel-making industry have 
encouraged buyers to take the bulk of 
their commitments — something they 
were not doing — thus greatly increasing 
sales volume. Preliminary discussions 
regarding 1980 deliveries are favorable, 
and there is considerable demand for our 
pellets for use in direct reduction plants. 
.. . We are counting on Samarco to pro- 
duce good profits in the years ahead.” 


Steam coal, used primarily to fuel 
electric generating plants, is mined by 
Utah in the Western U.S. Most of this 
coal is delivered under contract to 
electric utilities. Present reserves of 
steam coal put Utah in a good position 
“to take advantage of the opportunity 
presented by the probable growth in 
Western coal demand.” 


Coking-coal operations conducted by 
wholly owned Utah Development 
Company (UDC) in Australia were 
discussed by Keith G. Wallace, Senior 
Vice President and Manager of Utah’s 
Australasia Division. UDC activities are 
receiving special attention in order to 
strengthen the company’s acceptance 
by the Australian public. Australian 
equity participation in UDC has been 
increased. Management of the 
Australasia Division and of UDC is being 
moved from San Francisco to Sydney. 
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On the business side, UDC has been 
successfully diversifying its markets to 
reduce its heavy dependence on the 
Japanese steel industry. The company 
is, as an example, supplying nearly 20% 
of Western Europe’s seaborne coking- 
coal imports and is increasing its sales to 
developing countries such as Korea, 
Taiwan and Brazil. 

UDC’s ability to serve these markets is 
strengthened, Wallace explained, by the 
addition of the Norwich Park Mine, which 
will begin shipments before the end of 
1979. This will bring total annual 
production capacity to approximately 22 
million metric tons. 

In addition to its coking-coal activities, 
UDC has significant interests in open-pit 
iron ore mines at Mt. Goldsworthy in 
Western Australia. When present 
Goldsworthy ore reserves run out, 
Wallace explained, UDC has an 
additional mining area there that is “the 
front runner among new Australian iron 
ore projects,” in large part because the 
infrastructure for mining and transporting 
the ore is already in place. 


Exploration activities of Utah were 
summarized by Ralph J. Long, Senior 
Vice President and Manager, Mineral 
Exploration and Development Division. 
“To Utah,” he said, ‘exploration fulfills 
the same function that research and 
development does for other Sectors of 
General Electric. If Utah is to prosper, it 
is essential that we acquire new mineral 
assets to replace resources we are 
currently depleting.” 

Long told the analysts that Utah 
conducts exploration activities ona 
scale to assure its future. “Utah has 
exploration offices throughout the world. 
They are staffed by some 120 geologists 
and geophysicists.” Exploration 
activities have been stepped up 
sevenfold over the past ten years. 


Ladd Petroleum Corporation, wholly 
owned by Utah, is primarily dedicated to 
building proven reserves of natural gas 
and crude oil, reported John H. Moore, 
Ladd’s President. The corporation 
currently owns interests in 4,250 
producing wells in the U.S. and three 
Canadian provinces. Exploration and 
development activities will reach an all- 
time high in 1979 with participation in the 
drilling of over 200 new wells. 

Ladd and Canadian General Electric 
are conducting what is proving to be a 
highly successful joint exploration 


venture in Canada, combining CGE 
financing with Ladd know-how: ‘‘To date, 
11 out of the 14 exploratory wells drilled 
in the 50/50 venture appear to be 
successful.” 

In the U.S., Ladd is “actively par- 
ticipating in exploration programs in 
eight geological basins” and “1979 will 
be one of the most successful explo- 
ration years in Ladd’s history,” with a 
success ratio of about 47% compared to 
an industry average of 25%. 

Overall, Ladd has doubled its sales in 
the past four years, and has grown net 
income at a compound rate of 14% per 
year during this period and 21% during 
the past two years. 


Uranium mining operations by wholly 
owned but nonconsolidated Pathfinder 
Mines Corporation were reported in the 
presentation by James T. Curry, Utah's 
Financial Vice President and Treasurer. 
Pathfinder, all of whose common stock is 
held by independent trustees, pays to 
Utah annual dividends essentially equal 
to its reported profits. In 1979 and ’80, 
Pathfinder’s profitability will suffer 
because of requirements to deliver 
uranium concentrates under contracts 
entered into in the early 1970s at the 
lower prices then prevailing. The 
corporation looks to a return to higher 
profit contributions by 1981. 

Curry also described the staff activities 
in place to support Utah’s operations: 
‘While our individual operations have a 
great deal of autonomy, we have 
attempted to install a centralized team, 
expert in matters ranging from 
engineering to environmental quality, 
from personnel to purchasing, and from 
metallurgy to marketing, all to support 
our operations as required.” 

The summation of Utah International 
left with New York analysts was of a 
business strengthened by, in Jim Curry’s 
words, “unique circumstances that have 
contributed and should continue to 
contribute to Utah’s financial well-being 
and to its bright outlook.” He added: “It is 
our challenge to continue our growth by 
seeking these high-stake, high-reward 
opportunities while keeping the risks at 
manageable levels. In my opinion, Utah 
can be successful in this effort to the 
benefit of General Electric and its share 
owners.” 


INTRODUCING THE NEW SPACEMAKER’ 


Model JVM55 


MICROWAVE OVEN FROM GENERAL ELECTRIC. 


We designed it to install easily over your present range. 


“Imagine, a microwave oven and 
range hood in one. 
With my new GE Spacemaker oven 
I have the benefits of microwaving, and 
I haven’t lost any counter space. The 
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Spacemaker oven fits in beautifully and 
has its own exhaust fan and light for my 
range below. 


“T love the way it’s changed my 
kitchen. 
I never dreamed how simple it would 
be to give my kitchen a custom look. 
The wood tones blend in beautifully with 
the rest of my kitchen. And with the 
Spacemaker oven in combination with 
my range, I now have two ovens in one 
convenient location. 
“It has all the microwave oven 
features I need. 
I can cook by time or by temperature. 
And with the Microwave Guide and Cook- 
book that came with my Spacemaker oven, 
I’m whipping up meals I never realized 
I could microwave! The book has over 
280 pages and 440 easy-to-follow recipes. 


“My Spacemaker oven has an extra- 
wide oven interior. 
It’s spacious enough for my three-quart 
casserole dish or two dishes side by side.” 


For your nearest Spacemaker oven 


dealer, call toll-free (800) 447-4700. In 
Illinois only, call (800) 322-4400. 
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Spotlighting new Engineered Materials that offer 
significant growth over 
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Investment in new products and intensive develop- Shown here: examples of state-of-the-art technology 
ment of worldwide markets are keys to the expanded products that can help this billion-dollar group of 
growth for General Electric’s Engineered Materials businesses maintain its significant sales and earnings 
businesses.. | growth. 
» Resins— e / 
unique, tes- 
engineering e meet demand 
plastics, high- mond al 7es— for high-tech- 
performance new, high-tech- nology circuit 
properties nology materials board materials 
_ coupled with meet the for micropro- 

@ versatile worldwide de- cessor-based 
processability, mand for applications. 
open untapped improved 
markets. ' productivity. 
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resistance at 
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temperatures. 


new recharge- 
able batteries 
meet the need 
for portable and 
standby power 
for engine start, 
portable light- — 
ing, and home 
entertainment 

- applications. 
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' Percent 
Increase 
(Dollar amounts in millions; per-share amounts in dollars) 1979 1978 (decrease) ” 
(ra a, a a 
For the year Sales of products and services 
to customers $22,461 $19,654 14% 
Otherincome _ 519 419 242 
Total revenues 22,980 20,073 143" 
Net earnings applicable 5 
to common stock 1,409 1,230 15 
At year end Total capital invested $79,332. « $:8,692 T% 
Share owners’ equity 7,362 6,587 12: 
Short- and long-term borrowings 1,818 1,954 (7) 
Per share Net earnings | $ 6.20 $5:39 15% 
' Dividends declared 2.75 2,50 10 
Share owners’ equity — year end - Oeeod 28.88 1225), 
Measurements Operating margin as a percentage : 
of sales : 9.5% ~ 10.0% 
Effective income tax rate 39.9 OATS 
Earnings as a percentage of sales 6.3 ABS 
Percent earned on average total ee 
capital invested 17.6 NO. Sie 
Percent earned on average share Lae 
owners’ equity 20.2 19.6: 
Borrowings as a percentage of total 


capital invested 3 19.5 22.5, 


a 
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The Chairman comments 


‘The General Electric that enters the decade of the 

1980s is sharply different from the Company that went 
into the 1970s. Today we derive some 53% of our earn- 
ings not from traditional electrical equipment busi- 
nesses but from materials, natural resources, services, 
and transportation equipment, compared with only 20% 
in 1968, and international operations now contribute 
about 37% of earnings, compared with 16% back then. 
The new General Electric for the ’80s thus has a far 
more diverse earnings base, is more international in 
outlook, and is less vulnerable to U.S. economic cycles.’ 


GE team at the top includes Chairman Reginald H. Jones (standing), with 
new Vice Chairmen John F. Burlingame (left), Edward E. Hood, Jr., 
and John F. Welch, Jr. 
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General Electric’s performance in 1979 closed out a dec- 
ade of profitable growth in your interest as share owners. 

Sales of $22.5 billion were up 14% from the 1978 
level and contrasted with the $8.5 billion realized a dec- 
ade earlier. 

Earnings of $1.4 billion were 15% above the 1978 
total. Earnings gains for the ten-year period outran the 
increase in sales, growing from a strike-depressed $1.41 
per share in 1969 to $6.20 per share in 1979. 

Another traditional measure of how you as share 
owners have benefited from this decade of successful per- 
formance is reflected in your dividends. For the fourth con- 
secutive year, your Directors in 1979 increased the divi- 
dend, bringing the year’s total to $2.75 per share — more 
than double the $1.30 declared a decade ago. 

But these financial results are based on traditional 
accounting methods which fail to reflect the extent to 
which U.S. industry and the public generally have been 
hurt and deluded by the ravages of inflation which distort 
reported financial results. That is why these comments 
conclude with a discussion of the inflation issue, and why 
we have made inflation the theme of this Annual Report. 


For the ’80s, a new GE: Over the past decade, your man- 
agement’s ventures into new areas of growth have im- 
proved General Electric’s ability to cope with the effects of 
inflation and have greatly diversified and strengthened the 
Company’s earnings base. Back in the pre-strike year of 
1968, our traditional electrical equipment businesses ac- 
counted for some 80% of earnings. In 1979, they provided 
about 47%. That is still a substantial figure, but the dra- 
matic change it represents comes from a combination of 
strategic pruning of certain businesses and the spectacu- 
lar growth of other businesses: 

e Materials — including chemical and metallurgical prod- 
ucts as well as the natural resources added by our mining 
affiliate, Utah International Inc. — provided 27% of earn- 
ings in 1979, compared with 6% in 1968. 

e Services businesses including financial, information, 
broadcasting, installation, maintenance and repair serv- 
ices moved up from 10% in 1968 to 16% of 1979 earnings. 
e Transportation equipment, mostly aircraft engines and 
locomotives, rose to 10% of earnings in 1979, compared 
with 4% in 1968. 

e And total international operations, most of which are 
included in the percentages above, provided only 16% of 
our earnings in 1968 compared with 37% in 1979. U.S. 
export sales, alone, rose from $400 million to nearly $2.8 
billion in 1979. 

These general comparisons reflect the new General | 
Electric that your management developed in the 1970s — 
a General Electric far larger, more diverse, more profita- 
ble, more international in outlook and less vulnerable 
to U.S. economic cycles than that which entered 
the decade. 


The outlook for the first half of 1980 reflects reduced lev- 
els of economic activity, but GE economists do not fore- 
see acontraction as severe as in 1974-75. They expect a 
gradual economic upturn beginning in the later months of 
1980, but no lessening of inflation for the year. 

As indicated by the operating reviews that follow in 
this Annual Report, some of our businesses will be af- 
fected by the reduction in economic activity, but our 
strengths in businesses that are relatively unaffected by 
the cycles should help us offset these negative factors. 

General Electric has other great strengths as it enters 
this new year and new decade: 

e Anew top management team has been put in place, 
providing for an orderly transition to young but broadly 
experienced leadership. With the retirement of two truly 
outstanding contributors to your Company’s progress, 
Vice Chairmen Dave Dance and Jack Parker, three new 
Vice Chairmen have been elected and have joined your 
Board of Directors. In addition, our depth of management 
has provided fresh managerial talent to head five of our 
six Sectors and to fill other key positions, rounding out the 
team who will lead your Company into this new decade. 

e This team will have the significant advantage of a time- 
tested strategic planning system that really works. When it 
began, in the early 1970s, our system was an experimen- 
tal idea. But it has become a way of life for us at GE, 
enabling us to identify those businesses with the greatest 
potential for earnings growth and to allocate to them the 
resources needed for their full development. 

e We enter 1980 with substantial backlogs of unfilled or- 
ders, expanded by a strong inflow of export orders. 

e Thenewcontracts negotiated with unions in mid-1979 
give us a peaceful start on three years of productive rela- 
tionships with GE employees. 

e With cash and marketable securities amounting to $2.6 
billion, plus a triple-A credit rating, we believe we have the 
financial strengths to see us through the economic down- 
turn and to finance a new wave of growth and investment 
opportunities worldwide. 

e Our 1979 plant and equipment expenditures of $1.3 bil- 
lion top off a decade in which we invested $7.9 billion to 
provide an expanded, modernized production base. 

e And, perhaps most critical of all to the future, we have 
the momentum of research and development programs 
that totaled $1.4 billion in 1979, producing a veritable 
technological renaissance for the Company. 

These strengths should enable General Electric to 
sustain its identity as a growth company, with long-term 
' growth rates well ahead of those of the U.S. economy. 


The impact of inflation: Of the challenges facing the U.S. 
economy, none is more serious than the present double- 
digit inflation. As indicated by this Report’s cover, severe 
inflation distorts the financial reporting of business, giving 
the illusion of soaring profits when, in fact, real profits — 


profits stripped of their inflationary increments — have 
failed to keep pace with the rising costs of replacing build- 
ings, machinery and equipment, maintaining inventories, 
and supporting research and development. This reduction 
in real corporate retained earnings has weakened capital 
investment, with resulting lowered levels of productivity 
and international competitiveness. 

It is a situation that calls for sharp changes in national 
direction. Believing that the first step toward this goal is 
greater public understanding of inflation’s impact on the 
vital process of capital formation, your management wel- 
comes the initiative taken in 1979 by the Financial Ac- 
counting Standards Board (FASB). Under FASB leader- 
ship, some 1,200 U.S. companies will include, in their 
1979 annual reports, inflation-adjusted supplementary 
data that will show how inflation escalates reported sales 
and earnings, causes shortfalls in depreciation provisions, 
and boosts effective tax rates to counterproductive levels. 

Our GE supplementary data are on pages 28-30. 
Because we have long used LIFO (last-in, first-out) 
accounting for domestic inventories, GE has minimized 
the “phantom” inventory profits that result from FIFO 
(first-in, first-out) accounting. However, the Company is 
seriously affected by the higher effective tax rates that 
result from underdepreciation in inflationary times. 

You will note from our supplementary data that, after 
pre-tax earnings are adjusted for the impact of inflation 
and then reduced by taxes and dividends, your Company 
retained for reinvestment and growth only 16% of pre-tax 
earnings over the 1975-79 period. The comparable 
amount for all U.S. nonfinancial corporations was even 
lower, at 10%. This somewhat more favorable situation for 
your Company provides little satisfaction, however, when 
we see how our inflation-adjusted data scale down our 
sales and earnings and show that our reported deprecia- 
tion expenses understate our real capital recovery needs 
by some $356 million in 1979 alone. 

Industrywide data generated by this FASB initiative 
will underscore the case for restructuring U.S. corporate 
income tax provisions and policies so as to mitigate the 
impact of inflation on the capital formation process. The 
results of the more realistic capital recovery allowances 
and other remedial measures that businessmen are advo- 
cating to our legislators will benefit not only industry but 
the nation as a whole. By strengthening the flow of invest- 
ments that enhance industry’s productivity, they will strike 
at one of inflation’s primary causes and will thus help give 
this country a more stable foundation for its economic and 
social progress in the 1980s. 


i 


Chairman of the Board 


and Chief Executive Officer February 15, 1980 
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Consumer Products and Services: 


improved results despite cost-price squeeze 


(In millions) 1979 1978 1977 1976 1975 
Revenues* $5,448 $4,865 $4,215 $3,510 $3,059 
Net earnings* 401 377. 323 261 164 
“Includes net earnings of 

General Electric Credit 

Corporation 90 te 67 Sy 50 
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The diverse ways in which General Electric serves con- 
sumers, illustrated here, include (top) major appliances 
for energy-efficient kitchens; (below) new Circlite® flu- 

orescent lamps; and a dual role in TV, including manu- 

facture of receivers and operation of TV stations. 
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Other aspects of GE consumer products and services 
include (top) a variety of electric housewares and audio 
products, such as the new Versatron® countertop oven 
with electronic controls; and (below) the varied finan- 
cial services of GE Credit Corporation. 


The Consumer Products and Services Sector in 1979 
increased revenues by 12% although the rate of increase 
slackened somewhat toward the end of the year. Net earn- 
ings were up 6% despite the continuing cost-price 
squeeze resulting from extreme cost inflation. These 
amounts include the net earnings of General Electric 
Credit Corporation (GECC), which showed a 17% gain for 
the year. The Sector accounted for 23% of GE revenues 
and 28% of earnings, with GECC contributing 6% to the 
earnings total. 


Major appliance businesses, serving retail and builder 
markets with a complete line of GE® and Hotpoint® 
kitchen and laundry equipment, outperformed the indus- 
try in 1979. In the face of slowing markets and competitive 
pressures that prevented full recovery of cost inflation 
through price increases—adverse conditions that forced a 
new wave of consolidations in the industry—the earnings 
by these GE operations were somewhat lower on in- 
creased sales. The effects of the cost-price squeeze were 
partly offset by major productivity programs initiated in 
1978. Also, GE continues to benefit from its innovative 
responses to consumers’ changing wants and needs. 

Consumers wishing to conserve energy, as an 
example, find General Electric appliances offering higher 
energy efficiencies and reduced life-cycle costs. Other in- 
vestments in technology are readying for the early 1980s 
a variety of GE and Hotpoint appliances incorporating ad- 
vanced electronics to meet consumers’ needs for im- 
proved convenience, performance and reliability. 

During 1979, the Company improved the national 
parts distribution system and retail parts sales operation 
in its after-sale service network. The network is supple- 
mented by thousands of independent service organiza- 
tions trained and franchised by General Electric. The 
Company also increased its emphasis on GE service con- 
tract offerings to provide consumers increased protection 
against unexpected maintenance costs. 


Air conditioning products reported somewhat higher 
sales in 1979 despite markets weakened by cool weather. 
Continued growth, exceeding that of the industry, re- 
flected gains in both domestic and international markets. 
Earnings were off somewhat as a result of escalating costs. 
The heat pump, where GE has leadership, represents a 
timely solution to the worsening energy cost problem. 


GE lighting businesses achieved another strong year of 
earnings growth on good sales increases. 

Some lamp lines, particularly photo lamps and minia- 
ture lamps for automotive applications, felt the effects of 
the economic slowdown. But these weaknesses were 
more than offset by continued growth in such lines as the 
Watt-Miser® fluorescent lamp family, Bright Stik® self- 
ballasted fluorescent units and Lucalox® lamps. 
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Consumer Products and Services (continued) 


Marking the centennial celebration of Edison’s inven- 
tion of the first practical incandescent lamp, GE lighting 
businesses continued to emphasize innovations. These 
businesses have, as an example, contributed to national 
energy-conservation efforts with their high-efficiency, 
high-intensity discharge lamps that make it worthwhile to 
replace old lighting systems with new lamps that save en- 
ergy and reduce energy costs. 

For the automotive market, the Company introduced 
a Lexan® polymer version of the new halogen headlamps, 
which weigh only one-third as much as all-glass lamps. 

Other new products include Circlite®, a circular flu- 
orescent light for table lamps and other incandescent 
replacement applications; and blacklight and decorator 
versions of the Bright Stik® unit. 

An important 1979 innovation with long-term signifi- 
cance was the announcement of the electronic Halarc® 
lamp, the first high-intensity discharge lamp for home 
lighting. The Halarc lamp is scheduled to be marketed in 
1981 as the first of a family of long-life lamps that use only 
one-third as much electricity to generate the same 
amount of light as the incandescent bulbs they replace. 


Housewares and audio products increased sales some- 
what, but earnings were lower because of the inflationary 
cost pressures in this highly competitive industry. 

In a business where constant innovation is essential 
to success, General Electric maintained its flow of new 
products and features. A new line of Light 'n Easy® irons 
reduce weight to make ironing less tiring. The Great 
Awakening® digital electronic AM/FM model introduces 
microprocessor technology into clock radios. And the 
Versatron® countertop oven offers family-size capacity, 
electronic controls and easy-clean removable panels. 


Television receiver operations achieved good sales and 
earnings gains in 1979. Significantly higher private-label 
volume and increased retail sales of GE color TV sets, 
video tape recorders and Widescreen 1000 Home Televi- 
sion Theater sets contributed to the gains. 

Innovations included a TV remote control system that 
allows viewers to program up to 20 channels for instant 
station selection, and a programmable video cassette re- 
corder that, for each weekly period, permits recording 
of as many as five different programs at different times on 
different channels. A chassis using 20% less energy 
makes GE 19-inch color sets more energy-efficient. 


Broadcasting and cablevision reported earnings well 
ahead of the prior year on good sales increases. GE cur- 
rently operates three VHF television stations and three 
AM and five FM radio stations. In cablevision, GE now 
operates 13 systems. 

The Company is working to obtain approval from gov- 
ernmental authorities to combine the broadcasting and 
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cablevision operations of General Electric and the 

Cox Broadcasting Corporation. After required disposition 
of certain stations, this new GE operation would include 
five television stations and six AM and seven FM radio 
stations, plus cablevision operations. 


General Electric Credit Corporation (GECC) earned $90 
million in 1979, representing a strong 17% improvement 
over 1978 results, as higher income on an increased port- 
folio of receivables more than offset higher interest ex- 
pense. Total receivables in this wholly owned nonconsoli- 
dated finance affiliate were more than $7.7 billion at the 
close of 1979, reflecting growth of nearly $1.4 billion 

for the year, distributed almost evenly between GECC’s 
Consumer and its Commercial and Industrial financing 
business segments. (See page 39 for GECC condensed 
financial statements.) 

Broad participation in high-growth energy-related 
industries contributed significantly to Commercial and 
Industrial business receivables’ gains of 19%, while gains 
of 24% in the Consumer segment reflected expanded par- 
ticipation in home equity financing and the impact of 
business development activity. 

New programs included purchase of a financial serv- 
ices operation in Hawaii, entry into the leasing of imported 
automobiles, and introduction of a consumer Major Pur- 
chase Card® for acquiring furniture and appliances. Addi- 
tionally, the Credit Corporation took an important step in 
international expansion with successful negotiation of a 
joint-venture agreement with Toshiba Credit Corporation 
to provide consumer financing service in Japan. 

Another important element of the Credit Corporation’s 
1979 performance was expanded participation in the op- 
erating lease business. As a result of strong railroad roll- 
ing stock and auto leasing activities, GECC participation 
in this high-growth activity more than tripled during 1979. 


The outlook reflects several factors that should combine 
to produce good consumer markets in the 1980s, such as 
growth both in family formations and in the young-adult 
age group that constitutes the most active purchasers of 
appliances, housewares and TV sets. In addition, the 
large replacement markets for these products offer oppor- 
tunities to businesses that can meet consumers’ desires 
for innovative, energy-efficient, high-quality products. 

While the short-term outlook is mixed, the Sector 
expects to capitalize on the growth opportunities of the 
new decade by maintaining strong emphasis on product 
innovation and productivity improvement, and by further 
expansion of its services businesses. Late in 1979, the 
Sector launched an intensive marketing and advertising — 
program on the theme “GE brings good things to life’ — 
strengthening public consciousness of the GE brand 
image and setting the tone for the GE commitment to 
consumers of the 1980s. 


Industrial Products and Components: 
strength in all major markets 


(In millions) 1979 1978 1977 1976 1975 GE products for industrial customers include (top) pow- 
Revenues $4,803 $4,124 $3,698 $3,270 $3,027 erful motors for excavators and motorized wheels of 
Netearnings + «4272 +~«2228°~S*«*«A91'~S*é«<‘O~—~=~«S33_-:«sCAHaulagevebhiicclles, and computerized machine-tool con- 
eee —__ trl; (bottom) diesel-electric locomotives, and small 
electric motors as components in appliances. 
(continued on page 10) 
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Industrial Products and Components (continued) 


Services offered by the Industrial Products and Compo- 
nents Sector include (top) a worldwide network of appa- 
ratus service shops, handling such projects as the re- 
building of hydroelectric generators; and (bottom) dis- 
tribution services of the GE Supply Company. 
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The Industrial Products and Components Sector achieved 
a strong 22% earnings improvement on a good 16% in- 
crease in revenues. All of the Sector’s major businesses 
shared in this growth, including GE operations providing 
markets with capital equipment, component products in- 
corporated by manufacturers and contractors into their 
products, transportation systems, apparatus repair serv- 
ices, and supply centers for electrical and associated 
products. 

The Industrial Products and Components Sector 
accounted for 20% of total General Electric revenues 
in 1979 and 19% of the year’s earnings. 

Effective at the beginning of 1980, the Sector was 
restructured to optimize allocation of Company resources 
to major growth opportunities. This report is based on the 
new organization. 


General Electric’s motor businesses serve a broad spec- 
trum of industrial markets, many of which were strength- 
ened by U.S. industry’s increased capital investments in 
plant and equipment to boost productivity and by efforts to 
achieve greater energy efficiency. These businesses re- 
ported good increases in earnings in 1979 on somewhat 
higher sales. 

The Company sustained its leadership role in small 
electric motors with increased 1979 sales of energy-sav- 
ing motors for use in GE products and those of other appli- 
ance and industrial manufacturers. Strength was also 
shown in the farm market for motors. 

Global efforts to expand energy supplies brought 
opportunities for increased sales of General Electric prod- 
ucts such as motors for the mining industry and motors 
and generators for oil well drilling rigs. 


Contractor equipment operations had strong earnings 
increases on higher sales. Continued high levels of 
industrial and commercial construction offset the decline 
in residential housing starts in 1979. GE manufactures 
and markets a wide range of products for this market, with 
a focus on distribution and circuit protection for users of 
electric power. The General Electric line also includes 
general purpose controls, wiring devices, and wire and 
cable products. 

Additional General Electric developments during the 
year included a new self-checking 600-volt relay which 
affords safe operation of punch press equipment, and new 
solid-state photoelectric controls which permit more eco- 
nomical and trouble-free operation in material handling 
applications. 

Among many energy-related products gaining cus- 
tomer acceptance in 1979 was the new computer-based - 
programmable lighting control system that saves energy 
by automatically providing the programmed amount of 
light when and where needed in commercial and industrial 
buildings. 


Transportation systems businesses continued to grow in 
supplying diesel-electric locomotives, transit propulsion 
equipment, and motorized wheels for large off-highway 
vehicles. The sharply higher earnings achieved by these 
General Electric businesses in 1979 were led by locomo- 
tive operations, which showed growing strength in domes- 
tic markets. 

Sales of General Electric locomotives reached a 
new high in 1979 as the result of the expansion of coal 
haulage and the increase in piggyback operations by U.S. 
railroads. 

General Electric continued to supply high-perfor- 
mance propulsion equipment to the rail transit industry. 
During the year, the Massachusetts Bay Transportation 
Authority order for 190 propulsion and control sets was 
completed, and an order for 300 similar sets was received 
from the Chicago Transit Authority. Transit car operations 
also completed the overhaul of 34 Metroliner rail cars for 
use along the northeast corridor. 

Sales of General Electric motorized wheel drives for 
off-highway vehicles were stronger in 1979, reflecting 
increased worldwide demand for haulage vehicles for 
open-pit coal and copper mines. 


Industrial electronics operations had good earnings in- 
creases on somewhat higher sales. 

The Company continued to be an international leader 
in providing large electrical systems to power industry. 
Among the year’s commitments from customers through- 
out the world was an order for electrical drives and auto- 
mation systems to equip a new hot strip steel mill in 
Taiwan. 

Products incorporating microprocessor technology to 
serve industrial customers’ needs for increased productiv- 
ity include the Mark Century® 1050H series of computer- 
ized numerical controls. These new units broaden the 
market by combining efficient computerized numerical 
controls with small machine tools. 

Strong demand for electronic power supplies for use 
in electronic copiers and duplicators increased volume for 
this GE product line. The Company provided its first cus- 
tom power supply to a manufacturer of laser-equipped 
computer output printers. 

General Electric’s electronic components business is 
benefiting from the electronics boom, with stepped-up de- 
mand for semiconductors, capacitors and other electronic 
devices supplied by the Company. As a result of the Com- 
pany’s ongoing participation in electric automobile re- 

- search, General Electric introduced in 1979 a new high- 
power transistor that is capable of switching large currents 
in less than a millionth of a second. Also during 1979, the 
Company entered the fast-growing liquid crystal display 
market. The outlook for liquid crystal display technology is 
promising, notably in consumer and instrumentation 
applications. 


Service and distribution businesses conducted by this 
Sector include: 

e Apparatus service shops, comprising a worldwide 
network of facilities providing maintenance, inspection, 
repair and rebuilding of industrial equipment produced 

by General Electric and other manufacturers. With these 
shops continuing their profit growth in 1979, the Company 
invested further in their expansion, adding eight new 
shops during the year, bringing to 193 the number operat- 
ing worldwide. 

In addition to new facilities, GE invested in the growth 
of its service coverage, including new capability for re- 
building mainline locomotives and transit equipment, 
broader maintenance service for switchgear and substa- 
tions, new service for industrial crane and hoist mainte- 
nance, and expanded service for hydroelectric plants. 
With only 35% of the nation’s hydro capacity now being 
used, GE sees broad opportunities for rebuilding aban- 
doned plants and upgrading the capacity of existing ones. 

Also during 1979, the fast-growing instrumentation 
and communication equipment service was expanded to 
include repair and calibration of specialized telephone 
equipment for independent companies and major users. 

e Distribution services provided by the General Electric 
Supply Company to customers in the contractor, indus- 
trial, commercial and utility markets. This GE nationwide 
network of supply centers, stocked with GE products and 
those of other companies, capitalized on strengths in its 
served market in 1979 to achieve another year of im- 
proved results. A new computerized order entry, pricing 
and inventory management system is being implemented 
to improve service to customers. 


The outlook is for some segments of the markets served 
by the Industrial Products and Components Sector to 
show strength in 1980 while others may be affected by a 
slowdown in the U.S. economy. 

e Commercial and industrial construction markets are ex- 
pected to remain strong in 1980, although residential con- 
struction markets are forecast to decline in the near term. 
e Domestic markets for locomotives should hold at rec- 
ord levels in 1980, while a moderate strengthening is 
expected in overseas purchases. 

e Theneed for energy conservation and for increased 
productivity offers longer-term growth opportunities as the 
Company works to speed development of new electronic 
products and systems. 

e Theneed for modern, more efficient machine tools and 
more sophisticated production equipment is strong. 

e The anticipated resurgence in mining should sustain 
markets for drives for excavators, and motorized wheels 
for haulage vehicles. 

e Growth in worldwide maintenance and repair markets 
served by the GE network of service shops is expected to 
continue throughout the decade. 
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Power Systems: 


good earnings gains; markets remain sluggish 


(In millions) 1979 1978 1977 1976 1975 
Revenues $3,564 $3,486 $3,218 $2,998 $2,885 
Net earnings 114 93* TS 61 62 


“Restated — See page 44. 
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GE Power Systems products and services include (top) 
the generator half of a large steam turbine-generator; 
nuclear power reactors, as in Japan’s Fukushima plant; 
(bottom) large power transformers; and marine turbines 
powering tanker in Alaskan waters. 


Meeting power producers’ needs for both products and 
services, the Power Systems Sector delivers (top) 
STAG® combined-cycle plants, including this new facil- 
ity in South Korea; and (bottom) engineering services _ 
applied to installing and maintaining utilities’ systems. 


General Electric's Power Systems Sector, serving world 
markets for electrical generation, power delivery, and 
industrial and marine apparatus, increased its earnings 
23% on a 2% gain in revenues. The increase in earnings 
was the result of important gains in productivity and more 
effective utilization of working capital. These improve- 
ments were partially offset by the fact that selling price 
increases were not adequate to cover cost inflation. 

Power Systems contributed 15% of total GE revenues 
for the year and 8% of net earnings. 

The Sector worked against continuing adverse mar- 
ket trends. Peak demand for electricity in 1979 grew less 
than 1%. Thus, utilities continued to have high reserve 
margins and diminished need to place new orders for 
power generation and delivery equipment. However, de- 
spite these trends, the Sector’s backlog of unfilled orders 
was $12.1 billion at year-end 1979, about the same as at 
the end of 1978. 

The response of Power Systems businesses to these 
market trends is based on a dual strategy: to maintain 
good earnings growth at lower production volume by in- 
creasing productivity and reducing break-even levels; and 
to pursue available growth opportunities, particularly in 
international and services markets and in markets opened 
up through new product developments. 


Steam turbine-generator operations reported sales 
somewhat higher in 1979. A strong rise in earnings re- 
sulted from productivity and working capital improve- 
ments, partially offset by selling prices on contracts taken 
several years ago at fixed prices that were not adequate to 
cover cost inflation. As expected, the level of new orders 
received was lower than in 1978, although notable prog- 
ress was made during the year in securing additional ex- 
port orders for the Company’s smaller-size steam turbine- 
generators. 

The orders backlog for steam turbine-generators was 
$3.9 billion at year end, of which $2.0 billion is scheduled 
for shipment after 1984. The comparable backlog for 1978 
was $4.1 billion, of which $1.9 billion was scheduled for 
shipment after 1983. 

During 1979, General Electric became a partner ina 
Taiwan joint-venture manufacturing operation to produce 
large steam turbine-generators. The new firm, United Asia 
Electric Company, expects to manufacture fossil units to- 
taling over 7,000 megawatts, and has an immediate order 
for two 570-mw units. The joint venture provides a signifi- 
cant opportunity for General Electric’s turbine-generator 
business. 

Mechanical drive turbines showed slightly lower sales 
and earnings. However, the business entered 1980 with a 
good orders backlog. 

The Sector’s marine propulsion turbine business was 
sustained by applying its resources to ongoing projects for 
the U.S. Navy. 
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Power Systems (continued) 


Gas turbine operations showed further improvement in 
earnings in 1979, primarily on the strength of their inter- 
national sales. General Electric gas turbines maintained 
their worldwide leadership in a range of applications that 
includes electric utility peaking and mid-range power, and 
numerous industrial applications such as pipeline pump- 
ing and offshore oil and gas platforms. 

High efficiencies of combined-cycle STAG® (steam 
and gas turbine) plants continued to attract potential cus- 
tomer interest, particularly in energy-short countries. 

The Sector is developing larger gas turbines to serve 
international markets. In 1979, the first order was placed 
for the Company’s advanced MS9000E 100-mw heavy- 
duty gas turbine. 


Nuclear systems businesses’ losses in 1979 were lower 
than in prior years, as General Electric made further sub- 
stantial expenditures on engineering and development in 
support of nuclear projects in the backlog. These ex- 
penditures, in addition to the effects of deferments of ship- 
ments and cancellations of nuclear orders, are expected 
to result in continuing losses for this business. 

The backlog of orders for these businesses, including 
nuclear reactors, fuel assemblies and plant services, at 
year-end 1979 totaled $5.3 billion, of which $2.5 billion is 
scheduled for shipment after 1984. The comparable back- 
log for 1978 was $5.1 billion, of which $2.4 billion was 
scheduled for shipment after 1983. For the U.S. utility in- 
dustry, cancellations of nuclear plants have substantially 
outnumbered new orders during the last five years. It is 
the belief of General Electric’s management that resump- 
tion of nuclear orders will require more than renewed de- 
mand for electrical generating equipment; there must be 
governmental action to reform the nuclear licensing proc- 
ess, and to resolve existing uncertainties regarding such 
issues as radioactive waste storage as well as nuclear 
export policy. 

Nuclear fuel and plant service needs of U.S. and for- 
eign utilities offer the Sector opportunities for profitable 
growth. During 1979, the nuclear business received fur- 
ther large orders for nuclear power plant fuel, and worked 
closely with the Sector's installation and service engineer- 
ing business to develop General Electric nuclear service 
opportunities. 


Installation and service engineering businesses 
achieved record earnings in 1979 on good sales in- 
creases. Growth for this business is being achieved by 
expanding utility maintenance, plant equipment moderni- 
zation and marine services worldwide. 


Power delivery businesses which produce transformers, 
power circuit breakers, switchgear and meters reported 
lower earnings on slightly higher sales than those for 
1978. In view of the excess Capacity in utility systems, the 
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inability to recover inflationary costs through price in- 
creases, and the decline in residential construction, these 
General Electric businesses are emphasizing programs 
for controlling costs, improving efficiency and consolidat- 
ing operations. 

Growth opportunities resulting from product develop- 
ments are being pursued. In 1979, more than 50 utilities 
purchased General Electric time-of-use watthour meters 
designed to help utilities level their daily load peaks and 
valleys. Also, the Company made the first commercial 
shipment of the Automatic Meter Reading and Control 
(AMRAC®) load management system which allows re- 
mote meter readings and increased utility influence over 
demand cycles. 


The outlook is for most power systems markets to remain 
sluggish for the next few years. With current schedules 
projecting modest increases in shipments, General 
Electric's Power Systems businesses are stepping up 
their efforts to reduce their operating costs, lower over- 
head and improve productivity in order to sustain earnings 
levels. 

Concerned about the possibility of electric power 
shortfalls in the late 1980s, General Electric managers are 
urging aggressive development of all present energy 
options, including coal and nuclear power. It is their belief 
that while the future for nuclear energy was made more 
difficult by the accident at Three Mile Island Unit 2 in 1979, 
nuclear power can and should still play a significant, and 
safe, role in reducing the present heavy dependence on 
oil imports. 

The Power Systems Sector has organized its Energy 
Systems and Technology Division specifically to spear- 
head a wide range of advanced energy development ac- 
tivities. Included are developments in several technolo- 
gies to use coal in more efficient, economical and clean 
power plants; advanced sodium-sulfur batteries which 
would facilitate increased control of peak energy loads by 
making possible the storage of large amounts of electric- 
ity; and solar central-receiver power plants that use he- 
liostats to convert the sun’s energy to electricity. 


As reported in previous Annual! Reports, customers have 
required that nuclear fuel be sold with warranties cover- 
ing the useful life of the fuel, even though the experience 
base for predicting the life of nuclear fuel under power 
plant operating conditions is still relatively small. As of 
December 31, 1979, there were open warranty commit- 
ments on fuel with an original sales value of approximately 
$1.1 billion, and on fuel in the backlog presently valued at 
$3.0 billion, covering deliveries through the early 1990s. 
Also, some fuel orders include reprocessing, plutonium 
fabrication and waste disposal services. In view of current 
U.S. government policies, it is highly uncertain whether 
such services can be provided. 


Technical Systems and Materials: 
strong growth for all major businesses 


(In millions) 1S79 1978 1977 1976 1975 
ES ss. 
Revenues $6,061 $4,745 $4,145 $3,688 $3,251 


Net earnings 356 278 248 202 160 


The diverse products of the Technical Systems and Ma- 


terials Sector range from (top) the CF6 family of jet en- 


gines for commercial aircraft to simulators for training 


flight crews; and (bottom) from production of silicone 
chemicals to Lexan® plastics for a Yugoslav stadium. 


(continued on page 16) 
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Technical Systems and Materials (continued) 


To help medical equipment customers control costs, 
GE offers (top) a refurbishing service for mobile x-ray 
units. Another fast-growing service: a global informa- 
tion services network (bottom), enabling customers to 
use the massed computer power of GE “Supercenters.” 
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For the array of high-technology businesses making up 
the Technical Systems and Materials Sector, 1979 was a 
year of further substantial increases. Both revenues and 
earnings increased 28% above their 1978 levels, with all 
of the Sector’s major businesses contributing to the year’s 
strong gains. 

The Sector accounted for 25% of total General 
Electric revenues and earnings in 1979. 


Aircraft engine businesses serving aircraft, marine and 
industrial markets produced good earnings increases on 
sharply higher sales, while continuing a high level of ex- 
penditures for commercial engine development. The year 
was notable for the high rate of new orders for commer- 
cial aircraft engines and continued strength in military 
markets. 

Airlines around the world continue to modernize and 
supplement their fleets with new and re-engined aircraft. 
The GE family of commercial engines serves this market 
with powerplants that offer efficiency, low fuel consump- 
tion and low-noise designs. 

By 1979 year end, 54 airlines had over 380 CF6-pow- 
ered aircraft in service on their twin, trijet and four-engine 
wide-bodied aircraft. Highlighting new orders during the 
year were airlines specifying the CF6-80 engine for new 
twin-jet Boeing 767 and Airbus Industrie A310 aircraft. 

Simultaneous certification of the CFM56 turbofan 
engine in both France and the U.S. was another 1979 
milestone. A joint development by General Electric and 
SNECMA of France, the engine has been selected by ma- 
jor airlines to re-engine their DC-8 aircraft. It continued its 
flight test program with the successful first flight on a four- 
engine 707 jetliner. 

Prospects in general aviation improved during the 
year when GE’s CF34 engines were specified for the new 
twin-engine business aircraft, Canadair Ltd.’s Challenger 
E, and when Bell Helicopter launched its 214ST civil heli- 
copter with GE CT7 turboshaft engines. 

Marine and industrial markets for aircraft-derived en- 
gines remained strong in 1979. The first GE LM5000 gas 
generator to enter regular service began meeting peak 
electrical demands for Tokyo during the year. The Com- 
pany’s earlier development in marine gas turbines, the 
LM2500, has been chosen for over 130 ships in 11 navies. 

Meeting military needs, GE’s F404 engine for the 
F/A-18 Hornet qualified for production in 1979. Also, GE 
was selected to develop and flight test an F101 DFE 
(Derivative Fighter Engine) as a potential alternate power- 
plant for such aircraft as the Navy F-14 and Air Force F-16. 

GE has also developed a substantial business in sup- 
plying military helicopter engines. The T700 turboshaft 
engine, already in production for Army helicopters, contin- 
ued in development for the U.S. Navy LAMPS helicopter 
and completed flight qualification tests, meeting or ex- 
ceeding all performance requirements. 


Aerospace operations had substantial earnings gains 
that outpaced the year’s sales increase, and new orders 
were well ahead of 1978. Technologies in this business 
encompass space sciences, defense electronics, avion- 
ics, computer software and energy systems. 

In 1979, General Electric was selected to develop a 
new solid-state, three-dimensional radar system for the 
Air Force. This new generation of air defense radar offers 
automatic operation and reduced maintenance costs. 

In space sciences, GE is developing an advanced 
communication satellite system for the Air Force. 

In avionics, which includes the flight control and in- 
strumentation systems for aircraft, General Electric 
serves both military and commercial markets. GE avionics 
equipment is on all wide-bodied aircraft, and important 
new systems have been selected for the Boeing 757 and 
767 aircraft now in development. 

For both military and commercial customers, General 
Electric has produced computer-generated image dis- 
plays that train pilots via simulated rather than actual 
flights. Even more highly advanced simulators are being 
developed to further improve flight training while reducing 
costs and conserving fuel. 

Genigraphics®, GE’s computer-generated graphic 
slide service, continued its fast growth in 1979, doubling 
both equipment sales and the size of its nationwide net- 
work of service centers. 


Engineered materials had sharply higher earnings and 
sales than in the preceding year. The General Electric 
family of high-performance materials includes engineered 
plastics, silicone chemicals, tungsten-carbide metals, 
Man-Made ® diamonds, Borazon® abrasives, and electro- 
materials such as laminates and rechargeable batteries. 

General Electric plastics continued to penetrate auto- 
mobile markets both in the U.S. and abroad. Seeking to 
improve fuel efficiencies by reducing weight, auto makers 
are increasingly specifying the Company’s high-perform- 
ance plastics to replace metals and glass. With the 1979 
introduction of Arnox® resin, ‘the processable epoxide, ” 
the General Electric line of plastics now covers 32 auto- 
motive applications. 

Investments in expanded manufacturing facilities at 
the Company’s Mount Vernon, Ind., plant facilitated the 
introduction of Margard® sheet, a tough glazing product 
with abrasion resistance comparable to that of glass. 

General Electric tungsten-carbide metals and Man- 
Made industrial diamonds are finding growth opportunities 
_ inindustry’s drive for higher productivity in metalworking 
operations and in today’s intensified mining operations 
and drilling for oil and gas. 

Innovations helped the Company’s silicones business 
maintain its growth. As an example, new General Electric 
silicone sealants offer greater durability and ease of 
application. 


Growth of the electro-materials business has been 
accelerated by applications in electronics for communica- 
tion, computers and consumer markets. 


Medical systems businesses, supplying diagnostic imag- 
ing and patient monitoring equipment and related serv- 
ices, had substantial earnings increases on higher sales 
in 1979. 

The Company introduced a new ultrasound diagnos- 
tic system particularly applicable in fetal examinations and 
screening procedures. With this new system, General 
Electric now offers all four diagnostic imaging techniques, 
including conventional x-ray, nuclear medicine and com- 
puted tomography (CT). 

The year brought a continued high demand for the 
Company’s CT systems, which combine x-ray with com- 
puter technology to produce cross-sectional views of the 
body. Some 325 General Electric CT systems have been 
installed in 16 countries. 


GE information services business maintained its rapid 
growth in sales and earnings. Remote data processing 
services were further expanded by extending the availa- 
bility of MARK III® service access to Venezuela and Saudi 
Arabia. The network now serves over 6,000 customers in 
24 countries. 

Further advances were made during the year in infor- 
mation services technology, including the introduction of 
the MARK III Distributed Data Processing service, and the 
MARK 3000°® remote computing service. 


Communications businesses of General Electric include 
mobile radio operations and computer interface equip- 
ment. The year’s substantial earnings gains and higher 
sales were paced by mobile radio. Good customer accept- 
ance of the Century II® mobile radio line contributed to the 
improved results. 


The outlook for the varied markets served by the Techni- 
cal Systems and Materials Sector is excellent. While sales 
of engineered materials may be affected by a short-term 
downturn in some domestic markets, it is expected that 
there will be continued growth in foreign markets. 

Markets for new aircraft engines and for re-engining 
aircraft are on along-term growth curve. 

Government markets for defense equipment, serv- 
ices, and research and development are forecast to 
expand in the 1980s. 

Information services markets are continuing to ex- 
pand rapidly worldwide. 

World markets for mobile communications equipment 
are expected to grow substantially in the next five years. 

Needs for improved medical diagnostic equipment 
continue to bolster markets for sophisticated medical 
systems. 
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Natural Resources: 
new highs in worldwide mining operations 


(In millions) 1979 1978 1977 1976 1975 Natural resources activities of Utah International in- 
Revenues $1,260 $1,032 $965 $1,003 $683  Clude (top) coking coal mining at new Norwich Park 
mine in Australia, and production of copper in Canada; 


Net earnings 208 180 196 181 108 
mm vNNT7mT = __ lus (bottom) oil and gas production of Ladd Petroleum, 


and a worldwide minerals exploration program. 
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GE’s natural resources operations, primarily Utah Interna- 
tional Inc., set new highs in revenues and earnings in 
1979. Revenues were 22% higher than in 1978, while 
earnings, which exceeded $200 million for the first time, 
increased 16%. These businesses contributed 5% of 

total General Electric revenues and 15% of earnings 

for 1979. 

A sharp improvement in earnings from Canadian cop- 
per operations was the major factor contributing to the 
year-to-year earnings gain. 

Approximately 82% of 1979 revenues and 77% of net 
earnings from natural resources originated from non-U.S. 
operations. 

The mineral sales backlog at the end of 1979, includ- 
ing uranium, was $5.6 billion, of which $4.5 billion was 
scheduled for shipment after 1980. All contracts making 
up this backlog are payable in U.S. dollars. 


Australian coking coal activities continued to be the 
major source of earnings by Utah International in 1979. 

A modest earnings improvement was attributable to rec- 
ord shipments of 17.0 million metric tons, a 5% increase 
over shipments in 1978, when deliveries were affected by 
a miners’ strike of nearly seven weeks. A negative devel- 
opment during the year was the Australian federal govern- 
ment’s decision to retain the coal export duty, a levy it 
previously was committed to eliminate. 

Norwich Park, Utah’s fifth surface coking coal mine in 
Australia, came into production in November 1979. The 
new mine will reach an annual capacity of 4.3 million met- 
ric tons, bringing total annual production capacity of the 
Utah-operated mines to over 21 million metric tons. At 
year end, approximately one-third of Norwich Park's an- 
nual production capacity was contracted for under long- 
term sales arrangements. Although additional amounts 
are expected to be committed to contracts early in 1980, 
some portion of the mine’s capacity is being reserved for 
sales on the “spot” market and for greater flexibility in 
supplying products to new customers. 

Utah owns 89% of Blackwater mine, and 68% of the 
other Utah-operated coking coal mines in Australia. 

Establishment in 1979 of a Sydney headquarters 
office from which to manage the affiliate’s Australian activ- 
ities reflects both a further commitment by Utah to partici- 
pate in Australia’s economic growth and a move to make 
Utah more responsive to local developments. 


Operations at the Island Copper mine in British Colum- 

' bia, Canada, produced record earnings for the year. The 
average price per pound of copper rose 45% in 1979. In 
addition to the improvement in copper markets, by-prod- 
uct sales of molybdenum, gold, silver and rhenium, which 
together accounted for approximately one-third of Island 
Copper’s revenues, were substantially higher at record 
prices. 


Iron ore activities also benefited from increased ship- 
ments and higher price realizations in 1979. Earnings 
gains were made by Australian and New Zealand opera- 
tions and, although another loss was recorded, improve- 
ment also was made by Samarco, the $600-million Brazil- 
ian venture in which Utah owns 49% of the voting stock 
and provides debt guarantees. 


Steam coal mining operations, serving several electric 
utilities, showed a good earnings gain. Improvements 
were realized at the Trapper mine in Colorado and from 
contract mining at the San Juan mine in New Mexico, 
while results from the Navajo mine in New Mexico were 
slightly lower than those achieved in 1978. 


Oil and natural gas operations of wholly owned Ladd Pe- 
troleum Corporation reported record revenues and earn- 
ings. Results benefited from improved product prices and 
from the 1979 acquisition of the Indian Wells natural gas 
properties in Texas. The expanded exploration drilling 
program conducted by Ladd experienced a success ratio 
that was well above industry averages. 


Uranium operations are conducted by Pathfinder Mines 
Corporation, a wholly owned nonconsolidated subsidiary, 
all of whose common stock is held by independent trus- 
tees (see note 12 to financial statements). The small loss 
at these operations reflected relatively low shipment lev- 
els, increased costs, and the need to deliver concentrate 
under low price contracts entered into in the early 1970s. 
These contracts are scheduled to be fulfilled by 1981. 


Other activities include ocean transportation in support of 
mining operations, and land development operations con- 
ducted mostly in California. Also, in a joint venture with 
GE’s Lighting Group, Utah began development of a tung- 
sten mine in Nevada. This mine is expected to commence 
production in 1982 and produce a significant portion of 
GE’s annual tungsten requirements. 


The outlook is for continued strength and increased com- 
petition in the worldwide markets for natural resources. 

Investing for long-term growth, Utah emphasizes a 
vigorous exploration program aimed at maintaining and 
strengthening its role as a leading low-cost producer of 
mineral resources needed by the world’s economies. 
Additional capacity available from the new Norwich Park 
mine further strengthens Utah’s position as the major cok- 
ing coal supplier to international markets and should en- 
hance Utah’s competitive position in coking coal markets. 

At year-end 1979, Utah International purchased cer- 
tain Kentucky coal properties for $7 million from National 
Steel Corporation and signed an agreement to purchase 
additional coal properties held by National in Kentucky 
and West Virginia for $158 million. 
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International: total GE business abroad 


increases; U.S. exports set record 


Total international operations — 


all Sectors (In millions) 1979 1978 1977 1976 1975 
Revenues outside the U.S. $7,840 $7,014 $6,138 $5,567 $4,766 
Net earnings 526 486 415 445 312 


Foreign multi-industry operations 

Revenues $2,901 $2,767 $2,562 $2,334 $2,198 
Net earnings 65 76* 71 Ue 58 
*Restated — See page 44. 
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General Electric serves international customers with 
(top) consumer products from Canadian GE; high- 
way lighting, as in Alexandria, Egypt; (bottom) drive 
systems, as for Mexico’s oil field development; and 
medical systems produced by GE Espanola. 


Total GE international revenues were 12% higher in 1979 
with earnings up 8%. International operations of all Sec- 
tors accounted for about 33% of GE’s 1979 total revenues 
and 37% of net earnings. 

These international revenues were derived from four 
broad sources worldwide: 

* Operations of nondiversified foreign affiliates, including 
the foreign operations of Utah International Inc; 

« Exports of GE products and services from the U.S. to 
unaffiliated foreign customers and to GE affiliates; 

* Technology-licensing revenues from unaffiliated and 
affiliated foreign sources; 

¢ Foreign multi-industry operations. 

Results of the first three activities above are also in- 
cluded in the appropriate product Sector data elsewhere 
in this Report. The fourth activity, foreign multi-industry 
operations which are under the direct management of the 
International Sector, accounted for 12% of total GE 
revenues and 5% of earnings in 1979. 

A summary of revenues from outside the U.S. follows: 


Totai international revenues — all Sectors 


(In millions) 1979 1978 
Foreign operations and licensing 
Far East including Australia $1,217 . $1,136 
Other areas of the world 3,851 5) ClO 
$5,068 $4,443 
U.S. exports to unaffiliated customers 
Europe/Africa/Middle East $1,581 $1,662 
Far East including Australia 741 498 
Other areas of the world 450 411 
$2,772 $2,571 


Operations outside the U.S. increased revenues from 
$4.4 billion in 1978 to $5.1 billion in 1979. This growth was 
primarily attributable to nondiversified affiliates, directly 
managed by the appropriate Sectors, and reflects GE’s 
emphasis on encouraging individual product businesses 
to extend their activities to global markets, with support 
and coordination provided by the International Sector. 

Foreign multi-industry operations included in these 
amounts consist principally of affiliates manufacturing var- 
ied lines of products oriented toward their host-country 
markets, and international construction operations. Re- 
sults were mixed in 1979, in line with continued difficult 
economic conditions in many of the countries served. 
While revenues increased 5%, earnings were off by 14%, 
in part due to 1978’s nonrecurring gain from the sale of 
- GE’s interest in Osram GmbH. 

Canadian General Electric Company Ltd., largest of 
the multi-industry affiliates, with 1979 sales of $1,339 mil- 
lion in Canadian dollars, turned in a strong performance. 
Actions to reposition several consumer and construction 
product lines were instrumental in the improvement of 
sales, operating margins and earnings. 


General Electric’s Latin American affiliates experi- 
enced generally slower sales growth and lower earnings 
in 1979. Affiliates in Italy and Spain operated at a loss. In 
Australia and the Philippines, improved performance re- 
sulted from transferring General Electric consumer goods 
affiliates to form larger operations in exchange for minor- 
ity ownership positions. 

International construction operations provide the 
management and technical expertise to take on very large 
international projects. Profitability of these operations was 
improved in 1979 on about the same sales level as 1978. 


Export sales reflect, in part, the many services provided 
to GE’s domestic operations by the International Sector. 
These services range from a worldwide sales organiza- 
tion to establishment of liaison offices in developing coun- 
tries. Results in 1979 continued to be led by high-technol- 
ogy products such as gas turbines and aircraft engines. 

The backlog of orders from unaffiliated customers for 
exports from the U.S. increased sharply, from $3.5 billion 
at the end of 1978 to $4.6 billion for 1979. 


The outlook continues to favor substantial growth for in- 
ternational markets served by GE, even though GE econ- 
omists expect growth trends for the world’s economies to 
be moderate over the next two years. 

Reasons for this positive assessment lie in worldwide 
needs for the high-technology products and services that 
General Electric provides. Also, efforts by the Interna- 
tional Sector to strengthen the Company’s sales support 
structure, particularly in new growth areas in the Middle 
East, Africa and Southeast Asia, have begun to pay re- 
turns in increased sales to these areas. 

GE foreign operations will continue to reflect the dif- 
fering development rates and economic conditions in the 
countries they serve. For instance, Mexican markets 
should be influenced significantly as that country’s gov- 
ernment converts its energy resources into industrial 
growth. The outlook for growth in international markets, 
however, must take into account the increased worldwide 
competition from major foreign manufacturers, frequently 
with support of their national governments. 

Prospects for U.S. companies in international busi- 
ness are improved by events of 1979, including Congres- 
sional approval of a new international trade agreement 
whose terms would, with ratification by more than 100 
nations, reduce trade barriers for many U.S. industries. 

The year also saw new government recognition of the 
United States need, in the words of President Carter, to 
“place a higher priority on exports” in order to help offset 
increased oil imports, hold down U.S. trade deficits and 
strengthen the dollar. The President’s Export Council was 
reorganized in 1979. General Electric’s Board 
Chairman put the Company's support behind the new ef- 
fort by agreeing to serve as the Council’s chairman. 
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Board of Directors 


Three new Vice Chairmen were elected to General 
Electric’s Board in January 1980, upon the retirement of 
W. David Dance and Jack S. Parker as Vice Chairmen. 

The new Vice Chairmen, all of whom are Executive 
Officers of General Electric, are: John F. Burlingame, 
Edward E. Hood, Jr., and John F. Welch, Jr. 

Frederick L. Hovde, who had served as a Director for 
23 years, retired in 1979. 

The Board commended Mr. Dance and Mr. Parker for 
their long and distinguished service to the Board and to 
General Electric. Mr. Dance had served on the Board 
since 1971 and Mr. Parker since 1968. Both were Execu- 
tive Officers of General Electric. Mr. Hovde, who had 
served on the Board since 1956, was also commended for 
his many years of distinguished service. 

The Board conducted ten regular meetings in 1979. 

In May, the quarterly dividend was increased by the 
Board, from 65 to 70 cents per share. 

In view of the in-depth reports on each of the Board’s 
seven Committees presented in the 1978 Annual Report, 
this year’s Report includes only brief highlights of the 
Committees’ 1979 activities: 

e The Audit Committee, made up entirely of Directors 
from outside the Company, on three occasions met with 
representatives of the independent public accountants, 
and on two occasions with the manager of GE’s corporate 
audit staff, to appraise the effectiveness of 1979 

audits of General Electric. 

e The Finance Committee reviewed the Company's finan- 
cial position, its investments in foreign companies and 
operations of the General Electric Credit Corporation. 

e The Management Development and Compensation 
Committee was highly active in reviewing and approving 
the changes in GE management and executive compen- 
sation during the year. 

e The Nominating Committee continued to assess candi- 
dates for Directorships and the structure and member- 
ships of the other Board Committees. 

e Continuing to monitor operating matters that present 
particular opportunities, the Operations Committee in 
1979 concentrated on General Electric’s high-technology 
businesses. 

» The Public Responsibilities Committee (formerly Public 
Issues Committee) reviewed management's responses to 
public issues affecting the Company in 1979. 

e The Technology and Science Committee gave special 
emphasis to reports from each Sector on implementations 
of the recent Corporate Technology Study. 

General Electric’s Board of Directors is made up pri- 
marily of Directors from outside the Company. Only four 
are members of GE management. The other 16 have 
earned positions of leadership in such fields as business, 
law, education, finance and public service. The listing of 
Directors is in order of their Board seniority, with the year 
in which they were first elected shown in parentheses. 
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John E. Lawrence, President, 
James Lawrence & Co., Inc., cot- 
ton merchants, Boston, Mass. 
(1957) 


Walter B. Wriston, Chairman of 
the Board and Director, Citicorp 
and Citibank, N.A., New York, N.Y. 
(1962) 


Ralph Lazarus, Chairman of the 
Board and Director, Federated De- 
partment Stores, Inc., Cincinnati, 
Ohio. (1962) 


Gilbert H. Scribner, Jr., Chairman 
of the Board and Director, Scribner 
& Co., real estate and insurance, 
Chicago, Ill. (1962) 


Edmund W. Littlefield, Chairman 
of the Executive Committee and 
Director, Utah International Inc., 
San Francisco, Calif. (1964) 


J. Paul Austin, Chairman of the 
Board and Director, The Coca- 
Cola Company, Atlanta, Ga. (1964) 


Reginald H. Jones, Chairman of 
the Board, Chief Executive Officer 
and Director, General Electric 
Company, Fairfield, Conn. (1971) 


James G. Boswell Il, Chairman of 
the Board, Chief Executive Officer 
and Director, J. G. Boswell Com- 
pany, farming and related busi- 
nesses, Los Angeles, Calif. (1971) 


Charles D. Dickey, Jr., Chair- 
man of the Board, Chief Executive 
Officer and Director, Scott Paper 
Company, Philadelphia, Pa. 
(1972) 


Henry L. Hillman, President and 
Director, The Hillman Company, 
diversified operations and invest- 
ments, Pittsburgh, Pa. (1972) 


Henry H. Henley, Jr., Chairman of 
the Board, Chief Executive Officer 
and Director, Cluett, Peabody & 
Co., Inc., manufacturing and retail- 
ing of apparel, New York, N.Y. 
(1972) 


Silas S. Cathcart, Chairman of the 
Board and Director, Illinois Tool 
Works Inc., diversified products, 
Chicago, Ill. (1972) 


Samuel R. Pierce, Jr., Partner, 
Battle, Fowler, Jaffin, Pierce and 
Kheel, law firm, New York, N.Y. 
(1974) 


Gertrude G. Michelson, Senior 
Vice President, External Affairs, 
Macy’s- New York, retailers, New 
York, N.Y. (1976) 


Lewis T. Preston, Chairman of the 
Board and Director, J. P. Morgan & 
Co. Incorporated and Morgan 
Guaranty Trust Company, New 
York, N.Y. (1976) 


George M. Low, President, 
Rensselaer Polytechnic Institute, 
Troy, N.Y. (1977) 


Richard T. Baker, Consultant to 
Ernst & Whinney, public account- 
ants, Cleveland, Ohio. (1977) 


John F. Burlingame, Vice Chair- 

man of the Board, Executive Offi- 
cer and Director, General Electric 
Company, Fairfield, Conn. (1980) 


Edward E. Hood, Jr., Vice Chair- 
man of the Board, Executive Offi- 
cer and Director, General Electric 
Company, Fairfield, Conn. (1980) 


John F. Welch, Jr., Vice Chairman 
of the Board, Executive Officer 
and Director, General Electric 
Company, Fairfield, Conn. (1980) 


Committees of the Board 


Audit Committee 

Charles D. Dickey, Jr., Chairman, 
Richard T. Baker, John E. 
Lawrence, George M. Low, 
Samuel R. Pierce, Jr. 


Finance Committee 

Edmund W. Littlefield, Chairman, 
Reginald H. Jones, Vice 
Chairman, Charles D. Dickey, Jr., 
Henry H. Henley, Jr., Lewis T. 
Preston, Gilbert H. Scribner, Jr., 
Walter B. Wriston 


Management Development and 
Compensation Committee 
Ralph Lazarus, Chairman, J. Paul 
Austin, Silas S. Cathcart, John E. 
Lawrence, Walter B. Wriston 


Nominating Committee 

Henry H. Henley, Jr., Chairman, 
J. Paul Austin, Charles D. 
Dickey, Jr., Ralph Lazarus, 
Edmund W. Littlefield, 

George M. Low 


Operations Committee 

J. Paul Austin, Chairman, John F. 
Welch, Jr., Vice Chairman, James 
G. Boswell II, Gertrude G. 
Michelson, Lewis T. Preston, 
Gilbert H. Scribner, Jr. 


Public Responsibilities 
Committee 

Henry H. Henley, Jr., Chairman, 
John F. Burlingame, Vice 
Chairman, Richard T. Baker, 
Henry L. Hillman, Ralph Lazarus, 
Gertrude G. Michelson, Samuel! R. 
Pierce, Jr. 


Technology and 

Science Committee 

George M. Low, Chairman, 
Edward E. Hood, Jr., Vice 
Chairman, James G. Boswell Il, 
Silas S. Cathcart, Henry L. 
Hillman, Edmund W. Littlefield 


Walter B. Wriston 


J. Paul Austin Reginald H. Jones | ; Henry L. Hillman 


Henry H. Henley, Jr. Silas S. Cathcart Samuel R. Pierce, Jr. Gertrude G. Michelson Lewis T. Preston 


John F. Burlingame Edward E. Hood, Jr. John F. Welch, Jr. 


George M. Low 


The General Electric Investor 23 


People/management 


During 1979, General Electric prepared for an orderly 
transition to the managerial leadership that will guide the 
Company in the 1980s. Three new Vice Chairmen were 
elected and subsequently became members of the Board 
of Directors. Reporting to the Vice Chairmen are six Exec- 
utive Vice Presidents and Sector Executives, most of them 
new to their assignments. In all, more than 40 high-level 
organizational changes were made during the year, utiliz- 
ing General Electric's depth of management to bring new 
managerial talent into the Company’s leadership. This 
new GE team for the 1980s includes the 131 managers 
presented on these and the following two pages. 

Two corporate groups provide integration of the plans 
and programs of these senior managers. The Corporate 
Policy Board is made up of the Chairman, Vice Chairmen 
and the six corporate staff Senior Vice Presidents pictured 
at lower right. These same officers are joined by the six 
Sector Executives, presented at upper right, to form the 
Corporate Executive Council. The 12 other Senior Vice 
Presidents portrayed were elected during the year to head 
up the major Groups of GE businesses. 


‘Effectively Coping with Inflation’ is the title of a new 
program developed in 1979 for senior GE managers. The 
program helps managers understand chronic high infla- 
tion, realize how it distorts financial data, and learn how to 
minimize its impact. More than 350 of the Company’s sen- 
ior managers participated in the seminars in 1979, and the 
program will be continued in 1980. 


GE’s U.S. employment, including domestic employees of 
Utah International Inc., totaled 287,000 at year-end 1979, 
compared with 284,000 at year-end 1978. 

Analysis of domestic GE and General Electric Credit 
Corporation employment for the year ended September 
30 shows that the number of women managers increased 
from 1,145 to 1,288, up 12%, while the number of minority 
managers was up 10%, from 1,206 to 1,332. Women 
professionals climbed from 4,027 to 4,690 — an increase 
of 16%. Minority professionals went from 2,953 to 3,348 
—a13% rise. More than 18,000 women and 9,000 minori- 
ties were promoted in 1979. Overall, women account for 
29% of GE employees and minorities 12%. 


New three-year contracts were signed at midyear by 
management and the unions representing most hourly 
and some salaried employees. The new job package in- 
cludes a cost-of-living adjustment formula providing in- 
creased protection against inflation, a new dental plan, 
and improvements in pension, medical expense insur- 
ance, sickness and accident income, and other plans. 


Grants to education by the General Electric Foundation in 


1979 totaled $4.8 million. The Foundation’s annual report 
will be available in April upon request. 
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Executive Vice Presidents 


James A. Baker Robert R. Frederick 
Executive Vice President and Executive Vice President and 
Sector Executive — Industrial Sector Executive — International 


Products and Components Sector Sector 


Senior Vice Presidents 


i 


Senior Vice Presidents responsible for GE corporate staff components 
include (front row, left to right): Daniel J. Fink, Corporate Planning and 
Development; Thomas O. Thorsen, Finance; Arthur M. Bueche, Corpo- 
rate Technology; (back row, left to right): Leonard C. Maier, Jr., Corporate 
Relations; Walter A. Schlotterbeck, General Counsel and Secretary; and 
Robert B. Kurtz, Corporate Production and Operating Services. 


Herman R. Hill 

Executive Vice President and 
Sector Executive — Power Systems 
Sector 


Christopher T. Kastner 
Executive Vice President and 
Sector Executive — Technical 
Systems and Materials Sector 


Alexander M. Wilson 

Chairman of the Board 

and Chief Executive Officer — Utah 
International Inc. 


Paul W. Van Orden 

Executive Vice President and 
Sector Executive - Consumer 
Products and Services Sector 


Senior Vice Presidents and Group Executives include (front row, left to 
right): Roy H. Beaton, Nuclear Energy Group; George B. Cox, Turbine 
Group; Brian H. Rowe, Aircraft Engine Group; (back row) Charles R. 
Carson, Engineered Materials Group; Ralph D. Ketchum, Lighting 
Group; and Van W. Williams, Motor Group. 


Senior Vice Presidents and Group Executives include (front row, left to 
right): Donald S. Bates, Information and Communication Systems Group; 
Richard O. Donegan, Major Appliance Group; Louis V. Tomasetti, Aero- 
space Group; (back row) James P. Curley, Contractor Equipment Group; 
Donald K. Grierson, Industrial Electronics Group; and John A. Urquhart, 
Power Delivery Group. 
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Management 


Ee 


Corporate Reginald H. Jones John F. Burlingame Edward E. Hood, Jr. John F. Welch, Jr. 
Policy Board Chairman of the Board Vice Chairman of the Vice Chairman of the Vice Chairman of the 
and Chief Executive Board and Executive Board and Executive Board and Executive 
Officer Officer Officer Officer 
Arthur M. Bueche Daniel J. Fink Robert B. Kurtz Leonard C. Maier, Jr. Walter A. Schlotterbeck 
Senior Vice President Senior Vice President Senior Vice President Senior Vice President Senior Vice President 
Corporate Technology Corporate Planning and Corporate Production Corporate Relations General Counsel and 
Development and Operating Services Secretary 
Sector James A. Baker Robert R. Frederick Herman R. Hill 
Executives Executive Vice President and Sector Executive Executive Vice President Executive Vice President and Sector Executive 
Industrial Products and Components Sector and Sector Executive Power Systems Sector 
International Sector 
Operations Industrial Products and Components Sector International Sector Power Systems Sector 
James P. Curley Ralph B. Glotzbach James R. Birle Roy H. Beaton John A. Urquhart 
Senior VP & Group VP — Industrial Products VP &GeneralManager Senior VP & Group Senior VP & Group 
Executive — Contractor and Components Far East Area Division Executive — Nuclear Executive — Power 
Equipment Group Customer and Industry Willis E. Forsyth Energy Group Delivery Group 
on Relations Operation : y as : ‘ 
William Longstreet VP & General Manager A. Philip Bray Nicholas Boraski 


VP & General Manager 
Distribution Equipment 
Division 

James M. McDonald 
VP & General Manager 
Apparatus Distribution 
Sales Division 


Donald K. Grierson 
Senior VP & Group 
Executive — Industrial 
Electronics Group 


Erwin M. Koeritz 

VP & General Manager 
Electronic Components 
Division 

James R. Olin 

General Manager 
Industrial Electronics 
Systems Division 


Kertis P. Kuhlman 
VP & General Manager 
General Electric Supply 
Company Division 


Donald E. Perry 
VP & General Manager 
Industrial Sales Division 


Bruce O. Roberts 

VP & General Manager 
Apparatus Service 
Division 

Carl J. Schlemmer 

VP & General Manager 
Transportation Systems 
Division 


Latin American 
Operations 


Frank D. Kittredge 
VP & General Manager 
Latin American 
Business Development 
Division 
Paolo Fresco 
VP & General Manager 
Europe and Africa 
Operations 


Edward C. Bavaria 
General Manager 
Middle East/Africa 
Business Development 
Division 
George J. Stathakis 
VP & General Manager 
International Trading 
Services Operations 


VP & General Manager 


Nuclear Power Systems 


Division 

Warren H. Bruggeman 
VP & General Manager 
Nuclear Products 
Division 

Henry E. Stone 

VP & General Manager 
Nuclear Engineering 
Division 

Bertram Wolfe 

VP & General Manager 
Nuclear Fuel and 
Services Division 


George B. Cox 
Senior VP & Group 


Executive — Turbine Group 


Robert H. Goldsmith 


General Manager 
Large Transformer 
Division 
Donald C. Berkey 
VP & General Manager 
Energy Systems and 
Technology Division 


Edward W. Springer 
VP & General Manager 
Electric Utility Sales 
Division 

William R. Tackaberry 
VP — Power Systems 
Customer and Industry 
Relations Operation 


Charles C. Thomas 

VP & General Manager 
Installation and Service 
Engineering Division 


Van W. Williams VP & General Manager 
Senior VP & Group Edward F. Roache Gas Turbine Division 
Executive — Motor VP & General Manager : : 

Group International Richard W. Kinnard 


George B. Farnsworth 
VP & General Manager 
Component Motor 
Division 


Construction Division 


Alton S. Cartwright 
Chairman of the Board & 
Chief Executive Officer 


VP & General Manager 
Large Steam Turbine- 
Generator Division 


George H. Schofield 


; VP & General Manager 
Eugene J. Kovarik Canad eel Industrial and Marine 
VP & General Manager Limited (an Milicte Of Steam Turbine Division 
INGUSt aN Otol General Electric) 
Division 
Corporate R. Howard Annin, Jr. Thomas R. Casey, M.D. Kristian H. Christiansen James J. Costello Frank P. Doyle 


Staff VP —Northeastern 
Officers Regional Relations 


Theodore P. LeVino 
VP — Executive 


VP — Southeastern 
Regional Relations 


Terence E. McClary 
VP — Corporate Financial 


VP & Company 
Medical Director 


Edward H. Malone 
VP — Trust Investments 


VP & Comptroller VP — Corporate Employee: 


Relations 


Douglas S. Moore 
VP — Corporate Public 


John B. McKitterick 
VP — Corporate 


Manpower Operation Administration Development Relations 
Roland W. Schmitt Cecil S. Semple Russell E. Whitmyer James F. Young 

VP —Corporate Research VP-—Corporate VP & Treasurer VP — Technical 

and Development Customer Relations Resources 
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Thomas O. Thorsen 
Senior Vice President 
Finance 


Dine 


Christopher T. Kastner 


Executive Vice President and Sector Executive 
Technical Systems and Materials Sector 
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Financial issues: 
the impact of inflation 


aS a TE 
Inflation is commonly defined as a loss in value of money 


due to an increase in the volume of money and credit 
relative to available goods and services, resulting in a rise 
in the level of prices. Inflation in the U.S. is generally rec- 
ognized to be caused by a combination of factors, includ- 
ing government deficits, sharp increases in energy costs, 
and low productivity gains including the effect of proliferat- 
ing government regulations. 

Although loss of purchasing power of the dollar im- 
pacts all areas of the economy, it is particularly onerous in 
its effect on savings — of both individuals in forms such as 
savings accounts, securities and pensions, and of corpo- 
rations in the form of retained earnings. 


For the individual, with inflation of 6% a year, the dollar 
saved by aperson at age 50 will have lost three-fifths of its 
value by the time the person is age 65. With a 10% infla- 
tion rate, almost four-fifths of the dollar's value is lostin 15 
years. This problem affects almost everyone, including 
those presently working and especially those who are on 
fixed incomes. 

The situation is rendered even more difficult by the 
progressive income tax system. A Congressional staff 
study reports that a family of four with an income of $8,132 
in 1964 would need a 1979 income of $18,918 to have 
kept pace with the increase in the Consumer Price Index 
over the years. However, the 1979 income of $18,918 puts 
the family into a higher tax bracket which, when coupled 
with increased Social Security taxes, reduces real after- 
tax income $1,068 below the equivalent 1964 level. 


Your Company and all U.S. businesses face a similar 
problem. Business savings are in the form of retained 
earnings — the earnings a company keeps after paying 
employees, suppliers and vendors, and after payment of 
taxes to government and dividends to share owners. If a 
company is to continue in business, much less grow, it 
must be able to save or retain sufficient earnings, after 
providing a return to its share owners, to fund the cost of 
replacing — at today’s inflated prices — the productive 
assets used up. Retention of capital in these inflationary 
times under existing tax laws is a challenge facing all 
businesses. 

U.S. tax regulations permit recognition of the impact 
of inflation on a company’s inventory costs by use of the 
LIFO (last-in, first-out) inventory method. In general, un- 
der the LIFO method, a company charges off to operations 
the current cost of inventories consumed during the year. 
With inflation averaging over 11% last year, the negative 
impact on operations of using current costs with respect to 
a supply of goods is substantial. Financial results are por- 
trayed more accurately when the LIFO method is used in 
periods of high inflation, and GE has used LIFO for most of 
its U.S. manufacturing inventories for a quarter-century. 
The Statement of Earnings on page 32 is on that basis. As 
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supplementary information to that Statement of Earn- 
ings: use of the LIFO method increased 1979 and 1978 
operating costs by $430.8 million and $224.1 million (to 
$20,330.7 million and $17,695.9 million), respectively, 
with a corresponding reduction of reported pre-tax profits. 

Unfortunately, U.S. tax regulations fail to provide an 
equivalent to LIFO for the impact of inflation on a com- 
pany’s costs of property, plant and equipment. Instead, 
deductions for wear and tear on these assets are based 
on original purchase costs rather than today’s replace- 
ment costs. In general, the resulting shortfall must be 
funded from after-tax earnings. 


The supplementary information shown in Table 1 re- 
states operating results to eliminate the major effects of 
inflation discussed above. Table 1 compares GE operating 
results as reported on page 32 with results adjusted in two 
ways. First, results are restated to show the effects of 
general inflation — the loss of the dollar's purchasing 
power — on inventories and fixed assets. The second re- 
statement shows results restated for changes in specific 
prices — the current costs of replacing those assets. Your 
management feels that the last column in Table 1 is the 
more meaningful and has therefore shown, in Table 2 on 
page 30, five years of results on that basis, also adjusted 
to equivalent 1979 dollars to make the years comparable. 
While the techniques used are not precise, they do pro- 
duce reasonable approximations. 

In these earnings statements, specific adjustments 
are made to (1) cost of goods sold for the current cost of 
replacing inventories and (2) depreciation for the current 
costs of plant and equipment. The restatements for inven- 
tories are relatively small because GE’s extensive use of 
LIFO accounting already largely reflects current costs in 
the traditional statements. However, a substantial restate- 
ment is made for the impact of inflation on fixed assets, 
which have relatively long lives. The $624 million of depre- 
ciation as traditionally reported, when restated for general 
inflation, increases to a total of $880 million. But the re- 
statement necessary to reflect replacement of these as- 
sets at current costs grows to $980 million. The net effect 
of these restatements lowers reported income of $6.20 a 
share to $4.68 on a general inflation-adjusted basis and 
$4.34 on a specific current cost basis. 


It is significant to note that for the five years 1975-1979, 
even after adjustment for inflation, your Company has shown 
real growth in earnings and a steady increase in share owners’ 
equity over the entire period. After adjusting earnings for cur- 
rent costs and restating all years to equivalent 1979 dollars, 
your Company’s average annual growth rate in real earnings 
was 21% since 1975 and 8% since 1976. This means that the 
growth in GE’s earnings has been real, not just the product of 
inflation. 


An important insight from these data is depicted in the 
pie charts at right. These show that, over the five years 
1975-1979, because of inflation 10% more of GE's earn- 
ings were taxed away than appeared to have been the 
case using traditional financial statements. While the tra- 
ditional earnings statements indicated an effective 

tax rate of 41% over this period, the “real” tax rate aver- 
aged 51% of profits before taxes. Consequently, earnings 


Table 1: supplementary information — effect of changing prices (a) 


(In millions, except per-share amounts) 


For the year ended December 31, 1979 

Sales of products and services to customers 

Cost of goods sold 

Selling, general and administrative expense 
Depreciation, depletion and amortization 

Interest and other financial charges 

Other income 

Earnings before income taxes and minority interest 
Provision for income taxes 

Minority interest in earnings of consolidated affiliates 
Net earnings applicable to common stock 


Earnings per common share 
Share owners’ equity at year end (net assets) (c) 


Use of each dollar of earnings 
Based on total earnings before taxes 1975-1979 


As reported 


retained for growth were cut in half to 16% of income 
before tax, not 32% as reflected in the traditional financial 
statements. Over the period, share owners received a 
measure of protection against inflation’s impact as about 
two-thirds of after-tax earnings were distributed — equiva- 
lent to an average annual growth rate of about 8% in real 
dividends. 


An area receiving special attention by management is 
experimentation with the use of inflation-adjusted meas- 
urements at the individual business and project level for 
capital budgeting. Since 1973, your Company has been 
experimenting with various techniques to measure the im- 
pact of inflation, to incorporate the perspectives provided 
by such measurements into decision-making, and to stim- 
ulate awareness by all levels of management of the need 
to develop constructive business strategies to deal with 
inflation. The objective is to ensure that investments 
needed for new business growth, productivity improve- 
ments and capacity expansions earn appropriate 


The notes on page 30 are an integral part of this statement. 


As reported in Adjusted Adjusted for changes 
the traditional for general in specific prices 
statements _ inflation (current costs) (b) 
$22,461 $22,461 $22,461 
15,9911 16,093 16,074 
3,716 3,716 3,716 
624 880 980 
258 258 258 
(519) (519) 519) 
2,391 2,033 1,952 
953 953 953 
29 16 13 
$ 1,409 $ 1,064 $ 986 
$ 6.20 $ 4.68 $ 4.34 
$ 7,362 $10,436 $11,153 


Adjusted for changes 
in specific prices 
(current costs) 


real rates of return commensurate with the risks involved. 
Such supplemental measurements can assist in the entire 
resource allocation process, starting with initial project ap- 
proval, implementation and subsequent review. 


Improving productivity to offset inflationary forces is a 
primary goal established by top management that is being 
stressed throughout General Electric. As discussed on the 
back cover of this Annual Report, the Company has com- 
mitted significant levels of resources to research and de- 
velopment activities to accelerate innovation and increase 
productivity. In addition, General Electric’s production 
base continues to be expanded and modernized through 
increasing investments in plant and equipment. For exam- 
ple, $1,262 million and $1,055 million were spent on 
strengthening General Electric’s production base in 1979 
and 1978, respectively. Imaginative and diligent coupling 
of production techniques and equipment is critical to the 
maintenance and improvement of your Company's 
profitability. 
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Table 2: supplementary information — effect of changing prices «) 


(In millions, except per-share amounts) 


de 


Current cost information in dollars of 1979 purchasing power (b) 


(All amounts expressed in average 1979 dollars) 1979 1978 1977 1976 1975 
Sales of products and services to customers $22,461 $21,867 $20,984 $20,015 $19,022 
Cost of goods sold 16,074 15,548 14,793 14,145 13,914 
Selling, general and administrative expense 3,719 3,566 3,606 3,360 3,018 
Depreciation, depletion and amortization 980 1,000 986 979 1,006 
Interest and other financial charges 258 249 238 222 251 
Other income (519) (466) (467) (350) (235) 
Earnings before income taxes and minority interest 15952 1970 1,828 OoS 1,068 
Provision for income taxes 953 995 926 853 620 
Minority interest in earnings of consolidated affiliates 13 13 20 26 26 
Net earnings applicable to common stock $ 986 Seley ester? $ 780 $ 422 
Earnings per common share $ 4.34 $ 4.22 $ 3.88 $: $3.45 Nene umese) 
Share owners’ equity at year end (net assets) (C) SlalpioS $11,020 $10,656 $10,526 $10,056 
Other inflation information 
Average Consumer Price Index (1967 = 100) 217.4 195.4 181.5 1:70.35 161-2 
(Loss)/gain in general purchasing power of net 

monetary items $(209) $(128) $ (61) $ (20) S19 
Dividends declared per common share 210 2.78 22 Pall 2.16 
Market price per common share at year end 47" 50% 58% 69% 60% 


2 


Notes to supplementary information — Tables 1 and 2 


(a) This information has been prepared in accordance with re- 
quirements of the Financial Accounting Standards Board 
(FASB). Proper use of this information requires an under- 
standing of certain basic concepts and definitions. 

The heading “As reported in the traditional statements” 
refers to information drawn directly from the financial state- 
ments presented on pages 32 to 44. This information is pre- 
pared using the set of generally accepted accounting princi- 
ples which renders an accounting based on the number of 
actual dollars involved in transactions, with no recognition 
given to the fact that the value of the dollar changes over 
time. 

The heading “Adjusted for general inflation” refers to 
information prepared using a different approach to transac- 
tions involving inventory and property, plant and equipment 
assets. Under this procedure, the number of dollars involved 
in transactions at different dates are all restated to equivalent 
amounts in terms of the general purchasing power of the 
dollar as it is measured by the Consumer Price Index for all 
Urban Consumers (CPI-U). For example, $1,000 invested in 
a building asset in 1967 would be restated to its 1979 dollar 
purchasing power equivalent of $2,174 to value the asset and 
calculate depreciation charges. Similarly, 1978 purchases of 
non-LIFO inventory sold in 1979 would be accounted for at 
their equivalent in terms of 1979 dollars, rather than in terms 
of the actual number of dollars spent. 

The heading ‘Adjusted for changes in specific prices 
(current costs)” refers to information prepared using yet another 
approach to transactions involving inventory and prop- 
erty, plant and equipment assets. In this case, rather than 
restating to dollars of the same general purchasing power, 
estimates of current costs of the assets are used. 
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In presenting results of either of the supplementary ac- 
counting methods for more than one year, “real” trends are 
more evident when results for all years are expressed in 
terms of the general purchasing power of the dollar for a 
designated period. Results of such restatements are gener- 
ally called “constant dollar” presentations. In the five-year 
presentations shown above, dollar results for earlier periods 
have been restated to their equivalent number of constant 
dollars of 1979 general purchasing power (CPI-U basis). 

Since none of these restatements is allowable for tax 
purposes under existing regulations, income tax amounts are 
the same as in the traditional statements (but expressed in 
constant dollars in the five-year summary). 

There are a number of other terms and concepts which 
may be of interest in assessing the significance of the supple- 
mentary information shown in Tables 1 and 2. However, it is 
management's opinion that the basic concepts discussed 
above are the most significant for the reader to have in mind 
while reviewing this information. 


(b) Principal types of information used to adjust for changes in 


specific prices (current costs) are (1) for inventory costs, GE- 
generated indices of price changes for specific goods and 
services, and (2) for property, plant and equipment, externally 
generated indices of price changes for major classes of 
assets. 


(c) At December 31, 1979, the current cost of inventory was 


$5,251 million, and of property, plant and equipment was 
$7,004 million. Estimated current costs applicable to the sum 
of such amounts held during all or part of 1979 increased by 
approximately $1,111 million, which was $329 million less 
than the $1,440-million increase which could be expected 
because of general inflation. 


Report of management 


To the Share Owners of General Electric Company 

We have prepared the accompanying statement of finan- 
cial position of General Electric Company and consoli- 
dated affiliates as of December 31, 1979 and 1978, and 
the related statements of earnings, changes in financial 
position and changes in share owners’ equity for the years 
then ended, including the notes, industry and geographic 
segment information, and supplementary information on 
the effect of changing prices. The statements have been 
prepared in conformity with generally accepted account- 
ing principles appropriate in the circumstances, and in- 
clude amounts that are based on our best estimates and 
judgments. Financial information elsewhere in this Annual 
Report is consistent with that in the financial statements. 

Your Company maintains a strong system of internal 
financial controls and procedures, supported by a corpo- 
rate staff of traveling auditors and supplemented by resi- 
dent auditors located around the world. This system is 
designed to provide reasonable assurance, at appropriate 
cost, that assets are safeguarded and that transactions 
are executed in accordance with management's authori- 
zation and recorded and reported properly. The system is 
time-tested, innovative and responsive to change. Per- 
haps the most important safeguard in this system for 
share owners is the fact that the Company has long em- 
phasized the selection, training and development of 
professional financial managers to implement and over- 
see the proper application of its internal controls and the 
reporting of management's stewardship of corporate as- 
sets and maintenance of accounts in conformity with gen- 
erally accepted accounting principles. 

The independent public accountants provide an ob- 
jective, independent review as to management's dis- 
charge of its responsibilities insofar as they relate to 
the fairness of reported operating results and financial 
condition. They obtain and maintain an understanding of 


GE’s accounting and financial controls, and conduct such 
tests and related procedures as they deem necessary to 
arrive at an opinion on the fairness of financial statements. 

The Audit Committee of the Board of Directors, 
which is composed solely of Directors from outside the 
Company, maintains an ongoing appraisal of the effec- 
tiveness of audits and the independence of the public ac- 
countants. The Committee meets periodically with the 
public accountants, management and internal auditors to 
review the work of each. The public accountants have free 
access to the Committee, without management present, to 
discuss the results of their audit work and their opinions 
on the adequacy of internal financial controls and the 
quality of financial reporting. The Committee also reviews 
the Company’s accounting policies, internal accounting 
controls, and the Annual Report and proxy material. 

Your management has long recognized its responsi- 
bility for conducting the Company's affairs in a manner 
which is responsive to the ever-increasing complexity of 
society. This responsibility is reflected in key Company 
policy statements regarding, among other things, poten- 
tially conflicting outside business interests of Company 
employees, proper conduct of domestic and international 
business activities, and compliance with antitrust laws. 
Educational, communication and review programs are de- 
signed to ensure that these policies are clearly under- 
stood and that there is awareness that deviation from 
them will not be tolerated. 


ce 


Chairman of the Board and Chief Executive Officer 


Loa 


Senior Vice President, Finance February 15, 1980 


Report of independent certified public accountants 


To the Share Owners and Board of Directors of 
General Electric Company 
We have examined the statement of financial position of 
General Electric Company and consolidated affiliates as 
of December 31, 1979 and 1978, and the related state- 
ments of earnings, changes in financial position and 
_ changes in share owners’ equity for the years then ended. 
Our examinations were made in accordance with gener- 
ally accepted auditing standards, and accordingly 
included such tests of the accounting records and such 
other auditing procedures as we considered necessary in 
the circumstances. 

In our opinion, the aforementioned financial state- 


ments present fairly the financial position of General 
Electric Company and consolidated affiliates at December 
31, 1979 and 1978, and the results of their operations and 
the changes in their financial position for the years then 
ended, in conformity with generally accepted accounting 
principles applied on a consistent basis. 


Val, Mawwh, tht AL 


Peat, Marwick, Mitchell & Co. 
345 Park Avenue, New York, N.Y. 10022 
February 15, 1980 
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Statement of earnings 


General Electric Company and consolidated affiliates 


For the years ended December 31 (In millions) 1979 1978 
Sales Sales of products and services 
to customers (note 1) $22,460.6 $19,653.8 
Operating Cost of goods sold 15,990.7 13591551 
costs Selling, general and administrative expense 8,7 1529 3,204.4 
Depreciation, depletion and amortization 624.1 576.4 
Operating costs (notes 2 and 3) 20,330.7 17,695.9 
Operating margin 2,129.9 1,957.9 
Other income (note 4) 519.4 419.0 
Interest and other financial charges (note 5) (258.6) (224.4) 
Earnings Earnings before income taxes and minority interest 239077, dra te PRS) 
Provision for income taxes (note 6) (953.4) (893.9) 
Minority interest in earnings of consolidated affiliates (28.5) (28.9) 
Net earnings applicable to common stock $ 1,408.8 $ 1,229.7 
Earnings per common share (in dollars) (note 7) $6.20 $5.39 
Dividends declared per common share (in dollars) $2.75 $2.50 
Operating margin as a percentage of sales 9.5% 10.0% 
Net earnings as a percentage of sales 6.3% 6.3% 


DS 


The information on pages 31 and 36-44 is an integral part of this statement. 
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Statement of financial position 


General Electric Company and consolidated affiliates 


At December 31 (In millions) 


LL ELE DD ETI AD WTS FRET LE SETI LO IEEE ITA TEED LIEGE ET EET RL TLIC DE LIE ELE TATE EEL TED AEE SES EBT ETI TOE 


Assets 


Liabilities 
and equity 


Cash (note 8) 
Marketable securities (note 8) 
Current receivables (note 9) 
Inventories (note 10) 

Current assets 


Property, plant and equipment (note 11) 
Accumulated depreciation, depletion and 
amortization (note 11) 


Investments (note 12) 
Other assets (note 13) 


Total assets 


Short-term borrowings (note 14) 

Accounts payable 

Progress collections and price adjustments accrued 

Dividends payable 

Taxes accrued 

Other costs and expenses accrued (note 15) 
Current liabilities 


Long-term borrowings (note 16) 
Other liabilities 
Total liabilities 


Minority interest in equity of consolidated 
affiliates 


Preferred stock ($1 par value; 2,000,000 shares 
authorized; none issued) 

Common stock ($2.50 par value; 251,500,000 
shares authorized; 231,463,949 shares 
issued 1979 and 1978) 

Amounts received for stock in excess of par value 

Retained earnings 


Deduct common stock held in treasury 
Total share owners’ equity (notes 17 and 18) 


Total liabilities and equity 


1979 


$ 1,904.3 
672.3 
3,646.6 
3,161.3 


9,384.5 


9,365.2 


(4,752.4) 


4,612.8 
1691.9 


955.7 
$16,644.5 


Se" 871.0 
1,476.7 
1,957.0 

158.8 
655.6 
ie7 5257 


6,871.8 


946.8 


159 91.9 


9,130.5 


1567 


578.7, 
656.3 
6,307.6 
7,942.6 


(180.3) 


7,362.3 
$16,644.5 


Commitments and contingent liabilities (note 19) 


1978 


$. 1,992.8 
470.3 
3,288.5 
3,003.4 


8,755.0 


8,328.2 


(4,305.6) 


4,022.6 
1,410.5 


847.9 
$15,036.0 


$ 960.3 
Wel wee 
1,667.3 

147.6 
532.6 
165082 


Gauli7Zoe2 


993.8 
tp 2955 


8,298.5 


150.8 


576.7 
658.0 

__ 5,522.4 
6.75941 


(172.4) 


6,586.7 
$15,036.0 


a a I SS A ES SST SS AES 
The information on pages 31 and 36-44 is an integral part of this statement. 
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Statement of changes in financial position 


General Electric Company and consolidated affiliates 


For the years ended December 31 (In millions) 


Source of 
funds 


Application 
of funds 


Net change 


From operations 

Net earnings 

Less earnings retained by nonconsolidated 
finance affiliates 

Depreciation, depletion and amortization 

Income tax timing differences 

Minority interest in earnings of consolidated 
affiliates 


Increases in long-term borrowings 

Newly issued common stock 

Disposition of treasury shares 

Increase in current payables other than short-term 
borrowings 

Decrease in investments 

Other — net 
Total source of funds 


Additions to property, plant and equipment 
Dividends declared on common stock 
Increase in investments 
Reduction in long-term borrowings 
Purchase of treasury shares 
Increase in current receivables 
Increase in inventories 

Total application of funds 


Net change in cash, marketable securities 
and short-term borrowings 


1979 


$1,408.8 


(16.8) 
624.1 
(37.2) 


28.5 
2,007.4 


49.7 


147.5 


789.9 
147.3 
3,137.8 


262.3 
623.6 
281.0 

96.7 
155.4 
358.1 
Isis) 

2,935.0 


$ 202.8 


Sap 13.5 


1978 


$1,229.7 


(15.7) 
576.4 
31.9 


28.9 
1,852 


95.9 
2.6 
189.8 


570.0 
22.8 
176.3 
2,908.2 


10534 
569.8 
386.0 
insleRts 
305.8 
399.1 

2,911.0 


$ (3.3) 


$ 184.9 


i A ee ee ee 
Increase in cash and marketable securities 


Analysis of 
net change 


Decrease (increase) in short-term borrowings 


89.3 
$ 202.8 


(188.2) 
$__(3.3) 


ee 


The information on pages 31 and 36-44 is an integral part of this statement. 
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Statement of changes in share owners’ equity 


General Electric Company and consolidated affiliates 


For the years ended December 31 


Common 
stock 
issued 


Amounts 
received 
for stock in 
excess of 
par value 


Retained 
earnings 


Common 
stock 
held in 
treasury 


1979 1978 
(In millions) 
Balance January 1 Pro rei7 $ 578.5 
New shares issued: 

Employee savings plans — 0.2 
Balance December 31 578.7 578.7 
Balance January 1 658.0 668.4 
Excess over par value of amounts received for 

newly issued shares — 2.4 
Loss on disposition of treasury stock (hee) (12.8) 
Balance December 31 656.3 658.0 
Balance January 1 5522.4 4,862.5 
Net earnings 1,408.8 hee 937, 
Dividends declared on common stock (623.6) (569.8) 
Balance December 31 6,307.6 5,522.4 
Balance January 1 (172.4) (166.5) 
Purchases (155.4) (19577) 
Dispositions: 

Employee savings plans 124.1 Gal 

Employee Stock Ownership Plan 10.6 — 

Incentive compensation plans 7.8 8.0 

Stock options and appreciation rights 5:0 7.0 

Business acquisitions — 58r/, 
Balance December 31 (180.3) (172.4) 
Total share owners’ equity December 31 $7,362.3 $6,586.7 


1979 1978 
(Thousands of shares) 
231,464 231,410 
Mlistal tania) ef. cee tos, 
231,464 231,464 

(3,428) (3,249) 
(3,155) (3,838) 
2,492 2,223 
213 SS 

152 147 

101 134 
eS Bevis 
(3,625) _ (8,428) 
227,839 228,036 


a 
The information on pages 31 and 36-44 is an integral part of this statement. 
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Summary of significant 
accounting policies 


SSS a TS 
Basis of consolidation 

The financial statements consolidate the accounts of the 
parent General Electric Company and those of all major- 
ity-owned and controlled companies (“affiliated compa- 
nies’), except finance companies whose operations are 
not similar to those of the consolidated group. All signifi- 
cant items relating to transactions among the parent and 
affiliated companies are eliminated from the consolidated 
statements. 

The nonconsolidated finance companies are included 
in the statement of financial position under investments 
and are valued at equity plus advances. In addition, com- 
panies in which GE and/or its consolidated affiliates own 
20% to 50% of the voting stock (‘associated companies’) 
are included under investments, valued at the appropriate 
share of equity plus advances. After-tax earnings of non- 
consolidated finance companies and associated compa- 
nies are included in the statement of earnings under other 
income. 

A nonconsolidated uranium mining company (see 
note 12) is also included under investments and is valued 
at lower of cost or equity, plus advances. 


Sales 

The Company and its consolidated affiliates record a 
transaction as a sale only when title to products passes to 
the customer or when services are performed in accord- 
ance with contract terms. 


Vacation expense 

Most employees earn credits during the current year for 
vacations to be taken in the following year. The expense 
for this liability is accrued during the year vacations are 
earned rather than in the year vacations are taken. 


Pensions 

Investments of the General Electric Pension Trust, which 
funds the obligations of the General Electric Pension 
Plan, are carried at amortized cost plus programmed ap- 
preciation in the common stock portfolio. Recognition of 
programmed appreciation is carried out on a systematic 
basis which does not give undue weight to short-term 
market fluctuations. Programmed appreciation will not be 
recognized if average book value exceeds average mar- 
ket value, calculated on a moving basis over a multiyear 
period. 

The funding program for the Pension Plan uses 6% as 
the estimated rate of future Trust income. This rate in- 
cludes systematic recognition of appreciation in the com- 
mon stock portfolio. 

Unfunded prior service liabilities of the Plan are amor- 
tized over 20 years. Net actuarial gains and losses are 
amortized over 15 years. 

Costs of a separate, supplementary pension plan, pri- 
marily affecting long-service professional and managerial 
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employees, are not funded. Current service costs and am- 
ortization of prior service costs over a period of 20 years 
are being charged to operating expenses currently. 


Investment tax credit 

The investment tax credit is recorded by the “deferral 
method” and is amortized as a reduction of the provision 
for taxes over the lives of the facilities to which the credit 
applies, rather than being ‘flowed through” to income in 
the year the asset is acquired. 


Inventories 

Substantially all manufacturing inventories located in the 
U.S. are valued on a last-in first-out, or LIFO, basis. Most 
manufacturing inventories outside the U.S. are generally 
valued on a first-in first-out, or FIFO, basis. Valuations are 
based on the cost of material, direct labor and manufac- 
turing overhead, and do not exceed net realizable values. 
Certain indirect manufacturing expenses are charged di- 
rectly to operating costs during the period incurred, rather 
than being inventoried. 

Mining inventories, which include principally mined 
ore and coal, metal concentrates and mining supplies, are 
stated at the lower of average cost or market. The cost of 
mining inventories includes both direct and indirect costs 
consisting of labor, purchased supplies and services, and 
depreciation, depletion and amortization of property, plant 
and equipment. 


Property, plant and equipment 

Manufacturing plant and equipment includes the original 
cost of land, buildings and equipment less depreciation, 
which is the estimated cost consumed by wear and obso- 
lescence. An accelerated depreciation method, based 
principally on a sum-of-the-years digits formula, is used to 
record depreciation of the original cost of manufacturing 
plant and equipment purchased and installed in the US: 
subsequent to 1960. Acquisitions prior to 1961, and most 
manufacturing plant and equipment located outside the 
U.S., are depreciated on a straight-line basis. If manufac- 
turing plant and equipment is subject to abnormal eco- 
nomic conditions or obsolescence, additional depreciation 
is provided. Expenditures for maintenance and repairs of 
manufacturing plant and equipment are charged to opera- 
tions as incurred. 

The cost of mining properties includes initial expendi- 
tures and cost of major rebuilding projects which substan- 
tially increase the useful lives of existing assets. The cost 
of mining properties is depreciated, depleted or amortized 
over the useful lives of the related assets by use of unit-of- 
production, straight-line or declining-balance methods. 

Mining exploration costs are expensed until it is de- 
termined that the development of a mineral deposit is 
likely to be economically feasible. After this determination 
is made, all costs related to further development, includ- 
ing financing costs of identifiable new borrowings associ- 
ated with the development of new mining projects, are 
capitalized. Amortization of such costs begins upon com- 
mencement of production and is over ten years or the 
productive life of the property, whichever is less. 

Oil and gas properties are accounted for by use of the 
full-cost method. 


Notes to financial statements 


CL a TE SI ESET FF AL SE RY PMT TI Ea 


1. Sales 

Approximately one-eighth of sales were to agencies of the 
U.S. government, which is the Company’s largest single 
customer. The principal source of these sales was the 
Technical Systems and Materials segment of the Com- 
pany’s business. 


2. Operating costs 
Operating costs by major expense categories are shown below: 
(In millions) 1979 1978 
Employee compensation, including 

benefits $ 8,285.4 $ 7,401.3 
Materials, supplies, services and 

other costs 11,320.0 9,866.7 
Depreciation, depletion and 

amortization 624.1 576.4 
Taxes, except Social Security and 

those on income 259.1 250.6 
Increase in inventories during 

the year (157.9) (399.1) 

$20,330.7 $17,695.9 

Supplemental details are as follows: 
(In millions) 1979 1978 
Maintenance and repairs $774.6 $671.5 
Company-funded research and 

development 640.0 520.8 
Social Security taxes 471.3 397.0 
Advertising 281.9 247.4 
Rent 221.8 198.0 
Mineral royalties and export duties S10 78.8 


Foreign currency translation gains, after recognizing re- 
lated income tax effects and minority interest share, were 
$11.8 million in 1979 and $12.1 million in 1978. 


3. Employee benefits 

General Electric and its affiliates have a number of pen- 
sion plans, the total Company cost of which was $412.9 
million in 1979 and $381.4 million in 1978. The most sig- 
nificant of these plans is the General Electric Pension 
Plan, in which substantially all employees in the U.S. are 
participating. Individuals receiving benefits under the 
Pension Plan totaled 75,700 and 72,100 at December 31, 
1979 and 1978, respectively, and obligations of the Plan 
are funded through the GE Pension Trust. 

Earnings of the Trust, including the programmed rec- 
ognition of appreciation, as a percentage of book value of 
the portfolio, were 8.4% for 1979 and 7.8% for 1978. 

Unfunded liabilities of the Pension Plan were esti- 
~ mated to be $815 million at December 31,1979, compared 
with $639 million at the end of 1978, the increase resulting 
primarily from amendments to the Pension Plan which 
were effective in 1979. Unfunded vested liabilities in- 
cluded in these amounts were $706 million and $534 mil- 


lion at December 31, 1979 and 1978, respectively. Esti- 
mated market value of Trust assets at the end of 1979 was 
$4,968 million and $4,202 million at the end of 1978. 

It is estimated that amendments to the Pension Plan 
effective January 1, 1980, will result in increases of $90 
million in the Plan’s unfunded liabilities. 

Financial statements of the Pension Trust appear 
below: 


General Electric Pension Trust 


(In millions) 1979 1978 
Operating statement 
Total assets at January 1 $4,328.9 $3,818.7 
Company contributions 340.7 316.6 
Employee contributions 94.3 83.3 
435.0 399.9 
Dividends, interest and sundry income 294.3 234.9 
Common stock appreciation: 
Realized Pala 0.7 
Accrued GFA 75.9 
Total programmed 88.2 76.6 
Pensions paid (224.9) (201.2) 
Total assets at December 31 $4,921.5 $4,328.9 
Financial position — December 31 
U.S. government obligations and 
guarantees SF 133.0 Se 0a5 
Corporate bonds and notes 547.0 356.0 
Real estate and mortgages 819.0 770.0 
Common stocks and convertibles 2,974.4 2;761.0 
4,473.4 4,011.0 
Cash and short-term investments SVE ets) 240.2 
Other assets — net 76.6 Tal ad 
Total assets $4,921.5 $4,328.9 
Funded liabilities: 
Liability to pensioners $1,874.5 $1,638.7 
Liability for pensions to 
participants not yet retired 3,047.0 2,690.2 
Total funded liabilities $4,921.5 $4,328.9 


Costs of the separate supplementary pension plan were 
$39.1 million in 1979 and $35.3 million in 1978. Unamor- 
tized costs for this supplementary plan were $267 million 
and $243 million at December 31, 1979 and 1978, 
respectively. 

Utah has separate pension plans which are substan- 
tially fully funded and the costs of which are included in 
the total Company costs reported above. 

Incentive compensation plans were participated in by 
over 4,000 key employees. Amounts included in costs and 
expenses for incentive compensation were $56.0 million 
in 1979 and $47.8 million in 1978. 
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4. Other income 


(In millions) 1979 1978 
Net earnings of GE Credit Corporation $ 89.9 $°77.3 
Income from: 
Marketable securities and bank deposits 228.8 140.4 
Customer financing 1033 48.6 
Royalty and technical agreements 49.7 44.3 
Associated companies and non- 
consolidated uranium mining affiliate Wee Soe 
Other investments: 
Interest 20:0 18.6 
Dividends 10.8 10.5 
Other sundry items 38.2 45.6 
$519.4 $419.0 


Aiiet 08 Selly os ei eee BA eae ee 
Other sundry items include gains from sales of market- 
able equity securities of $6.5 million in 1978. 


5. Interest and other financial charges 

Amounts applicable to principal items of long-term bor- 
rowings were $97.6 million in 1979 and $98.0 million in 
1978. 


6. Provision for income taxes 


(In millions) 1979 1978 
U.S. federal income taxes: 
Estimated amount payable $598.9 $590.4 
Effect of timing differences (Sin3) (13.5) 
Investment credit deferred — net 45.4 24.9 
613.0 601.8 
Foreign income taxes: 
Estimated amount payable 323.2 221.1 
Effect of timing differences (5.9) 45.4 
317 266.5 
Other (principally state and local 
income taxes) 23.1 25.6 
$953.4 $893.9 


All U.S. federal income tax returns have been closed 
through 1971. 

Provision has been made for federal income taxes to be 
paid on that portion of the undistributed earnings of affili- 
ates and associated companies expected to be remitted 
to the parent company. Undistributed earnings intended to 
be reinvested indefinitely in affiliates and associated com- 
panies totaled $944 million at the end of 1979 and $815 
million at the end of 1978. 

Changes in estimated foreign income taxes payable 
and in the effect of timing differences result principally 
from increased foreign earnings and tax rates, and from 
recognizing in 1979 for tax payment purposes the results 
of transactions in Australia recorded for financial reporting 
purposes in other periods. 

Investment credit amounted to $75.9 million in 1979, 
compared with $50.7 million in the prior year. In 1979, 
$30.5 million was added to net earnings, compared with 
$25.8 million in 1978. At the end of 1979, the amount still 
deferred and to be included in net earnings in future years 
was $206.7 million. 
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Effect of timing differences on U.S. 
federal income taxes 


(In millions) 
Increase (decrease) in provision for income taxes 1979 1978 
Tax over book depreciation $ 22.7 $ 25.5 
Undistributed earnings of affiliates 
and associated companies (2.1) 8.0 
Margin on installment sales (9.9) (10.1) 
Provision for warranties (36.1) (31.1) 
Other — net (5.9) (5.8) 
$(31.3) $(13.5 


eee 
The cumulative net effect of timing differences has re- 
sulted in a deferred-tax asset which is shown under other 
assets. 


Reconciliation from statutory to effective 
income tax rates 


1979 1978 
U.S. federal statutory rate 46.0% 48.0% 
Reduction in taxes resulting from: 
Varying tax rates of consolidated 
affiliates (including DISC) (3.3) (3.4) 
Inclusion of earnings of the 
Credit Corporation in before-tax 
income on an after-tax basis (187) (1.7) 
Investment credit (1.3) (1.2) 
Income tax at capital gains rate _ (0.6) 
Other — net 2 _0.4 
Effective tax rate 39.9% 41.5% 


7. Earnings per common share 

Earnings per share are based on the average number of 
shares outstanding. Any dilution which would result from 
the potential exercise or conversion of such items as stock 
options or convertible debt outstanding is insignificant 
(less than 1% in 1979 and 1978). 


8. Cash and marketable securities 
Time deposits and certificates of deposit aggregated 
$1,675.1 million at December 31, 1979, and $1,746.8 mil- 
lion at December 31, 1978. Deposits restricted as to 
usage and withdrawal or used as partial compensation for 
short-term borrowing arrangements were not material. 
Marketable securities (none of which are equity securi- 
ties) are carried at the lower of amortized cost or market 
value. Carrying value was substantially the same as mar- 
ket value at year-end 1979 and 1978. Included at year-end 
1979 were U.S. treasury obligations of $470.3 million 
($393.7 million in 1978). 


9. Current receivables 


(In millions) December 31 1979 1978 
Customers’ accounts and notes $3,254.6 $2,922.3 
Associated companies 35.8 27.8 
Nonconsolidated affiliates 6.9 2.8 
Other 438.7 414.1 
3,736.0 3,367.0 
Less allowance for losses (89.4) 78.5) 
$3,646.6 $3,288.5 


a SS ———— 


10. Inventories 


(In millions) December 31 1979 
Raw materials and work in process $1,943.5 
Finished goods 965.7 
Unbilled shipments 252.1 

$3,161.3 


1978 
$1,802.3 
943.0 
258.1 
$3,003.4 


About 80% of total inventories are in the United States. 

If the FIFO method of inventory accounting had been 
used by the Company, inventories would have been 
$1,949.8 million higher than reported at December 31, 
1979 ($1,519.0 million higher than reported at December 


31, 1978). 


11. Property, plant and equipment 


(In millions) 1979 1978 
Major classes at December 31: 
Manufacturing plant and equipment 
Land and improvements $ 124.7 $.123:5 
Buildings, structures and 
related equipment 2,098.5 1,983.8 
Machinery and equipment 5,314.2 4,737.0 
Leasehold costs and manufac- 
turing plant under construction 371.8 232.4 
Mineral property, plant and 
equipment 1,456.0 teZonL5 
$9,365.2 $8,328.2 
Cost at January 1 $8,328.2 $7,514.5 
Additions 1,262.3 1,055.1 
Dispositions (225.3) (241.4) 
Cost at December 31 $9,365.2 $8,328.2 
Accumulated depreciation, depletion 
and amortization 
Balance at January 1 $4,305.6 $3,930.4 
Current-year provision 624.1 576.4 
Dispositions (188.2) (191.1) 
Other changes 10.9 (10.1) 
Balance at December 31 $4,752.4 $4,305.6 
Property, plant and equipment less 
depreciation, depletion and 
amortization at December 31 $4,612.8 $4,022.6 
12. Investments 
(In millions) December 31 1979 1978 
Nonconsolidated finance affiliates $ 824.0 $ 683.6 
Nonconsolidated uranium mining 
affiliate 15 %s0 86.7 
Miscellaneous investments (at cost): 
Government and government- 
guaranteed securities 233.1 241.4 
Other PEARS mete n 
__ 380.6 _ 360.5 
Marketable equity securities __ 44.0 POA 
Associated companies oe 301.8 2071 
Less allowance for losses (15.9) (14.8) 
$1,691.5 $1,410.5 


Condensed consolidated financial statements for the 
General Electric Credit Corporation (the principal noncon- 
solidated finance affiliate) are shown below. More detailed 
information is available in General Electric Credit 


Corporation’s 1979 Annual Report, copies of which may 
be obtained by writing to: General Electric Credit Corpora- 
tion, P.O. Box 8300, Stamford, Connecticut 06904. 


General Electric Credit Corporation 
Financial position 


(In millions) December 31 1979 1978 
Cash and marketable securities ne VAS Ms) $ 367.5 
Receivables: 
Time sales and loans 7,480.3 6,052.7 
Deferred income (1,124.1) (843.9) 
6,356.2 5,208.8 
Investment in leases 13207,1 1,031.7 
Sundry receivables 140.6 78.1 
Total receivables 7,703.9 6,318.6 
Allowance for losses (231.2) (199.3) 
Net receivables 7,472.7 6,119.3 
Other assets SARS | 171.9 
Total assets $8,167.8 $6,658.7 
Notes payable: 
Due within one year $3,921.0 $2,953.0 
Long-term — senior 1,743.0 bere Al isl 
— subordinated 324.8 325.5 
Other liabilities 631.3 SAG. 
Total liabilities 6,620.1 5,363.3 
Deferred income taxes 718.0 65:7 
Deferred investment tax credit ike He 3.2 
Capital stock 566.4 443.7 
Additional paid-in capital 1125 1-5 
Retained earnings 238.5 221.3 
Equity 816.4 676.5 
Total liabilities, deferred tax 
items and equity $8,167.8 $6,658.7 
Current and retained earnings 
(In millions) For the year 1979 1978 
Earned income $1,102.4 $ 813.6 
Expenses: 
Interest and discount 528.2 336.7 
Operating and administrative 395.6 Si5-1 
Provision for losses — receivables 69.4 56.4 
— other assets (1.8) 8.0 
Provision for income taxes ZAG 20.1 
104215 736.3 
Net earnings 89.9 77.3 
Less dividends (7227) (61.8) 
Retained earnings at January 1 223 205.8 
Retained earnings at December 31 $296.5 $ 221.3 


Investment in the nonconsolidated uranium mining 
affiliate consists of investment in a wholly owned affiliate 
(established in the course of obtaining a U.S. Department 
of Justice Business Advisory Clearance Procedure Letter 
in connection with the 1976 Utah merger) to which all of 
the then existing uranium business of Utah has been 
transferred. All common stock of this affiliate has been 
placed in a voting trust controlled by independent voting 
trustees. Prior to the year 2000, General Electric and its 
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affiliates may not withdraw the common stock from the 
voting trust except for sale to unaffiliated third parties. 
Directors and officers of the affiliate may not be directors, 
officers, or employees of General Electric, Utah or of any 
of their affiliates. Uranium may not be sold by this affiliate, 
in any state or form, to, or at the direction of, General 
Electric or its affiliates. 

All outstanding shares of preferred stock of the ura- 
nium affiliate are retained by Utah as an affiliate of 
General Electric. Payment of cumulative quarterly divi- 
dends out of legally available funds on this preferred stock 
is mandatory in amounts equal to 85% of the affiliate’s net 
after-tax income for the previous quarter (without taking 
account of any deduction for exploration expense as de- 
fined). Utah, as holder of the preferred stock, must make 
loans with up to ten-year maturities when requested by the 
affiliate, although the aggregate amount of such loans 
need not at any time exceed preferred dividend payments 
for the immediately preceding two calendar years. 

The estimated realizable value of miscellaneous 
investments was $350 million at December 31, 1979 and 
1978. 

Marketable equity securities are valued at the lower 
of cost or market. Aggregate market value of marketable 
equity securities was $181 million and $173 million at 
year-end 1979 and 1978, respectively. At December 31, 
1979, gross unrealized gains on marketable equity securi- 
ties were $137 million. 

Investments in nonconsolidated affiliates and associ- 
ated companies included advances of $122.6 million at 
December 31,1979 ($51.0 million at December 31, 1978). 


13. Other assets 


(In millions) December 31 1979 1978 
Long-term receivables $307.2 $286.6 
Deferred charges 144.8 128.7 

Recoverable engineering costs on 
government contracts 121.4 98.9 
Customer financing 106.7 101.7 
Deferred income taxes 98.0 75.3 
Real estate development projects 80.8 79.0 
Licenses and other intangibles — net 52.2 40.9 
Other 44.6 36.8 
$955.7 $847.9 


Licenses and other intangibles acquired after October 
1970 are being amortized over appropriate periods of time. 


14. Short-term borrowings 

The average balance of short-term borrowings, excluding 
the current portion of long-term borrowings, was $705.2 
million during 1979 (calculated by averaging all month- 
end balances for the year) compared with an average bal- 
ance of $714.8 million in 1978. The maximum balance 
included in these calculations was $726.9 million and 
$747.6 million at the end of March 1979 and August 1978, 
respectively. The average effective interest rate for the 
year 1979 was 17.6% and for 1978 was 14.3%. These 
average rates represent total short-term interest expense 
divided by the average balance outstanding. Asummary 
of short-term borrowings and the applicable interest rates 
is shown above at right. 
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Short-term borrowings 


(In millions) December 31 1979 1978 
Average Average 
rate at rateat . 
Amount Dec. 31 Amount Dec. 31 
Parent notes with trust 
departments $289.7 12.62% $302.4 10.24% 
Consolidated affiliate 
bank borrowings 389.4 27.10 362.4 20.58 
Other, including current 
portion of long-term 
borrowings 191.9 295.5 
$871.0 $960.3 


CE a ee 
Parent borrowings are from U.S. sources. Borrowings of 
consolidated affiliated companies are primarily from for- 
eign sources. Current portion of long-term borrowings for 
1978 includes General Electric 64% Debentures ($125.0 
million) retired in July 1979, and Utah 712% Guaranteed 
Notes ($20.0 million) retired in March 1979. Other borrow- 
ings include amounts from nonconsolidated affiliates of 
$64.8 million in 1979 ($59.4 million in 1978). 

Although the total unused credit available to the Com- 
pany through banks and commercial credit markets is not 
readily quantifiable, informal credit lines in excess of $1 
billion had been extended by approximately 100 U.S. 
banks at year end. 


15. Other costs and expenses accrued 

The balance at the end of 1979 included compensation 
and benefit costs accrued of $640.9 million and interest 
expense accrued of $35.2 million. At the end of 1978, 
compensation and benefit costs accrued were $572.8 
million and interest expense accrued was $35.2 million. 


16. Long-term borrowings 


(In millions) Sinking fund/ 
Outstanding Due prepayment 
December 31 1979 1978 date period 
General Electric Company: 
53/44% Notes $ 68.8 $ 75.0 1991 1972-90 
5.30% Debentures 80.5 1009 1992 1973-91 
7V2% Debentures 149.3 1565 1996 1977-95 
82% Debentures 295.0 300.0 2004 1985-03 
Utah International Inc.: 
Notes with banks 4.9 22.7 1981 1978-81 
8% Guaranteed Sinking 
Fund Debentures 16.6 17,8: 01987, 1977-87 
7.6% Notes 32.0 36.0 1988 1974-88 
Other 24.8 26.2 
General Electric Overseas 
Capital Corporation: 
4%,% Bonds 23.9 26.9 1985 1976-84 
414% Debentures 50.0 50.0 1987 None 
52% Sterling/ 
Dollar Guaranteed 
Loan Stock 7.9 7.4 1993 None 
Other 37.4 3720 
All other 155.7 137.4 


The amounts shown above are after deduction of the face 
value of securities held in treasury as shown above right. 


Face value of long-term borrowings in treasury 


(In millions) December 31 1979 1978 
General Electric Company: 
5.30% Debentures $49.5 $39.1 
7%2% Debentures 29.0 29.0 
8%2% Debentures 5.0 
General Electric Overseas Capital 
Corporation: 
4%4% Bonds 7.1 6.0 


General Electric 5.30% Debentures having a face value of 
$10.0 million in 1979 and 1978, and a reacquired cost of 
$7.8 million in 1979 and $7.6 million in 1978, and General 
Electric 72% Debentures having a face value of $7.3 mil- 
lion in 1979 and 1978, and a reacquired cost of $7.0 mil- 
lion in 1979 and $6.6 million in 1978, were retired in ac- 
cordance with sinking fund provisions. General Electric 
53/s% Notes having a face value of $6.2 million ($6.3 mil- 
lion in 1978) were retired in accordance with prepayment 
provisions. 

Utah International Inc. notes with banks are payable 
in varying installments to 1981 and were subject to aver- 
age interest rates at year-end 1979 and 1978 of 7.9% and 
8.4%, respectively. 

Borrowings of General Electric Overseas Capital Cor- 
poration are unconditionally guaranteed by General Elec- 
tric as to payment of principal, premium if any, and inter- 
est. This Corporation primarily assists in financing capital 
requirements of foreign companies in which General 
Electric has an equity interest, as well as financing certain 
customer purchases. 

Borrowings include 414% Guaranteed Debentures 
due in 1987, which are convertible until June 15, 1987, 
into General Electric common stock at $80.75 a share, 
and 52% Sterling/Dollar Guaranteed Loan Stock due in 
1993 in the amount of £3.6 million ($7.9 million), converti- 
ble into GE common stock at $73.50 a share. During 1979 
and 1978, General Electric Overseas Capital Corporation 
44% Guaranteed Bonds having a face value of $1.9 mil- 
lion and a reacquired cost of $1.5 million were retired in 
accordance with sinking fund provisions. 

All other long-term borrowings were largely by foreign 
and real estate development affiliates with various interest 
rates and maturities. 

Long-term borrowing maturities during the next five 
years, including the portion classified as current, are 
$124.9 million in 1980, $92.6 million in 1981, $46.3 million 
in 1982, $31.2 million in 1983, and $45.6 million in 1984. 
These amounts are after deducting reacquired deben- 
tures held in treasury for sinking fund requirements. 


17. Share owners’ equity 

Common stock held in treasury at December 31, 1979, 
included 1,785,656 shares for the deferred compensation 
provisions of incentive compensation plans (1,629,911 

- shares at December 31, 1978). These shares are carried 
at market value at the time of allotment, which amounted 
to $87.6 million and $80.0 million at December 31, 1979 
and 1978, respectively. The liability is recorded under 
other liabilities. Other common stock in treasury, which is 
carried at cost, aggregated 1,839,762 and 1,797,806 


shares at December 31, 1979 and 1978, respectively. 
These shares are held for future corporate requirements, 
including distributions under employee savings plans, in- 
centive compensation awards and possible conversion of 
General Electric Overseas Capital Corporation converti- 
ble indebtedness. The maximum number of shares re- 
quired for conversions was 737,725 at December 31, 
1979 and 1978. Corporate requirements of shares for 
benefit plans and conversions may be met either from 
unissued shares or from shares in treasury. 

Retained earnings at year-end 1979 included approx- 
imately $246.2 million ($232.4 million at December 31, 
1978) representing the excess of earnings of nonconsoli- 
dated affiliates over dividends received since their forma- 
tion. In addition, retained earnings have been reduced by 
$4.6 million ($4.0 million at December 31, 1978), which 
represents the change in equity in associated companies 
since acquisition. 


18. Stock option plans and performance units 

The plan approved by the share owners in 1978, and pre- 
vious plans under which options remain outstanding, pro- 
vide continuing incentives for more than 600 employees. 
Option price under these plans is the full market value of 
GE common stock on date of grant. Employees can only 
exercise options to the extent that installments have ma- 
tured, normally annually, over a period of four years under 
the 1978 plan and nine years under prior plans. 

The 1973 plan provided, and the 1978 plan provides, 
for granting stock appreciation rights to holders of options 
under present and past plans, which permit them to sur- 
render exercisable options or a portion of an option in 
exchange for an amount equal to the excess of the market 
price of the common stock on the date the right is exer- 
cised over the option price. The Management Develop- 
ment and Compensation Committee (Committee) of the 
Board of Directors determines whether this amount will be 
distributed in GE shares, cash or both. 

The 1978 plan provides for granting performance 
units as a means of awarding incentive remuneration to 
plan participants in lieu of options and stock appreciation 
rights. Performance units are granted for award periods 
not exceeding five calendar years, with an achievable 
value fixed by the Committee at the date of grant which 
does not exceed 90% of the fair market value of GE com- 
mon stock on that date. The Committee also sets principal 
and minimum targets to be achieved and determines the 
value actually assigned to performance units at the end of 
the award period in relation to the degree to which the 
principal target has been achieved. Failure to achieve the 
minimum target renders the performance unit valueless. 
Even if the targets are achieved, performance units will 
only be paid when, if, and to the extent the Committee 
determines to make payment. No performance units have 
been paid to date. 

At the end of 1979, there were 3,684,472 shares 
available for the 1978 plan and 2,905,912 shares covered 
by outstanding options granted under prior plans, fora 
total of 6,590,384 shares. Of this total amount, 1,997,734 
shares were subject to exercisable options, 2,761,194 
shares were under options not yet exercisable, and 
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1,831,456 shares were available for granting options 
in the future. Appreciation rights relating to unexpired 
options for 1,957,903 and 1,652,494 shares were out- 
standing at December 31, 1979 and 1978, respectively. 
Performance units with an average per-unit maximum 
achievable value of $29.01 relating on a one-to-one 
basis to unexpired options for 1,839,304 shares were out- 
standing at December 31, 1979. The number of shares 
available for granting options at the end of 1978 was 
2,706,577. Asummary of stock option transactions during 
the last two years is shown below: 

Average per share 


Stock options Shares subject Option Market 
to option price price 
Balance at Jan. 1, 1978 3,388,933 $51.26 $49.75 
Options granted 1,123;107 50.60 50.60 
Options exercised (132,921) 43.93 53.21 
Options surrendered on exer- 
cise of appreciation rights (71,325) 43.64 51.85 
Options terminated (218,941) 52.87 — 
Balance at Dec. 31, 1978 4,088,853 5i,0i sole lo 
Options granted 1,023,122 46.25 46.25 
Options exercised (98,145) 4063 50.14 
Options surrendered on exer- 
cise of appreciation rights (68,834) 4052 49.17 
Options terminated (186,068) 50.77 — 
Balance at Dec. 31, 1979 4,758,928 50.67 50.63 


19. Commitments and contingent liabilities 

Lease commitments and contingent liabilities, consisting 
of guarantees, pending litigation, taxes and other claims, 
in the opinion of management, are not considered to be 
material in relation to the Company’s financial position. 


20. Operations by quarter for 1979 and 1978 (unaudited) 


(Dollar amounts in millions; First Second Third Fourth 
per-share amounts in dollars) quarter quarter quarter quarter 
1979: 


Sales of products and 
services to customers $5,081.6 $5,642.3 $5,608.8 $6,127.9 


Operating margin 470:5° “597.928 51077 ©9506 
Net earnings 303.4 382.1 340.8 382.5 
Net earnings per 

common share 1.33 1.69 OO 1.68 
1978: 


Sales of products and 
services to customers $4,443.4 $4,963.8 $4,842.9 $5,403.7 


Operating margin 413.4 520.3 464.1 560.1 
Net earnings 247.8 319.4 298.9 363.6 
Net earnings per 

common share 1.09 1.40 1.31 1,59 
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Industry segment information 


SS EE 


(In millions) 


Revenues Consumer products and services 
Net earnings of GE Credit Corporation 
Total consumer products and services 
Industrial products and components 
Power systems 
Technical systems and materials 
Natural resources 
Foreign multi-industry operations 
General corporate items and eliminations 
Total 


a eee eee SS 


Segment operating Consumer products and services 
profit and Net earnings of GE Credit Corporation 
netearnings Total consumer products and services 
Industrial products and components 
Power systems 
Technical systems and materials 
Natural resources 
Foreign multi-industry operations 
Total segment operating profit 
General corporate items and eliminations 
Interest and other financial charges 
Total 


*Restated — See page 44. 


Assets and Consumer products and services 
property, plant Investment in GE Credit Corporation 
and equipment Total consumer products and services 
Industrial products and components 
Power systems 
Technical systems and materials 
Natural resources 
Foreign multi-industry operations 
General corporate items and eliminations 
Total 


oe ES 


Consumer Products and Services consists of major appliances, 
air conditioning equipment, lighting products, housewares and 
audio products and services, television receivers, and broad- 
casting and cablevision services. It also includes service opera- 
tions for major appliances, air conditioners, GE TV receivers, 
and housewares and audio products. 


ST TE EL SEES STE EDI EIEIO 


Revenues 
For the years ended December 31 


Total revenues Intersegment sales External sales and other income 
1979 1978 1977 1979 1978 1977 1979 1978 1977 
$ 5,357.8 $ 4,787.8 $ 4,148.1 $ 199.1 $ 188.6 $181.9 DEOALOOss $ 4,599.2 $ 3,966.2 
89.9 77.3 67.2 aie = = 89.9 Yee: 67.2 
5,447.7 4,865.1 4,215.3 19931 188.6 181.9 5,248.6 4,676.5 4,033.4 
4,802.8 4,123.8 3,698.1 507.8 468.5 431.5 4,295.0 3,655.3 3,266.6 
3,564.4 3,485.7 3,217.6 209.9 174.4 153.9 3,354.5 Sones 3,063.7 
6,060.8 4,744.6 4,144.6 255.0 189.0 148.0 5,805.8 4,555.6 3,996.6 
1,260.3 1,032.2 96571 aa — _ 1,260.3 1,032.2 965.1 
2,900.5 2,/67.3 2,562.1 63.5 55.3 49.4 2,837.0 27 i2.0 Zhe 
(1,056.5) (945.9) (893.9) (1,235.3) (1,075.8) (964.7) 178.8 129.9 70.8 
$22,980.0 $20,072.8 $17,908.9 $ = $ Be oa $22,980.0 $20,072.8 $17,908.9 
Segment operating profit Net earnings 
For the years ended December 31 For the years ended December 31 
1979 1978 1977 1979 1978 1977 
Se -06/.7 $ 573.3 $ 482.8 $= 3108 $ 300.2 Sii2oo.9 
89.9 77.3 Gia2 89.9 GES) 67.2 
657.6 650.6 550.0 400.7 37720 323.1 
484.9 426.3 366.7 Z1ALO 2220 191.1 
CRE 196.3 162.7 11.9 03:2" 79:9 
672.1 545.3 473.7 356.2 277.8 247.5 
431.1 STAs) 389.2 207.5 180.1 196.2 
240.8 244.9 210.8 64.6 Hiseoe 70.6 
2,660.2 2,434.9 2,153.1 
(10.9) (58.0) (64.8) (5.9) one (15.8) 
(258.6) (224.4) (199.5) — — — 
$2,390.7 $2,152.5 $1,888.8 $1,408.8 $1,229.7 $1,088.2 
Assets Property, plant and equipment 
At December 31 : For the years ended December 31 
Additions Depreciation, depletion and amortization 
1979 1978 1977 1979 1978 1977 1979 1978 1977 
$ 2,156.8 S21018.9 $1579 189 $ 207.6 $ 169.0 $127.0 $114.9 $104.2 $101.0 
Siis2 677.3 600.0 — = — Ss _— om 
2,974.0 2,695.8 2,391.9 207.6 169.0 127.0 114.9 104.2 101.0 
2,328.9 2025.1 1592551 176.3 165.6 147.7 105.5 91.1 83.8 
2,135.0 2,104.6 245258 101 84.3 81.6 83.6 78:7 73.2 
3,422.1 2,682.7 2,128.3 443.7 289.2 203.8 163.4 149.6 126.3 
1,679.4 1,489.3 1,386.0 201.2 2125 131.6 83.4 THA) 69.9 
2,258.8 2,099.6 1,849.0 108.9 11.829 11:5:9 61.4 63.8 O2e(: 
1,846.3 1,838.9 1,863.7 23.5 15.6 14.9 11.9 eS Wer 
$16,644.5 $15,036.0 $13,696.8 $1,262.3 $1,055.1 $822.5 $624.1 $576.4 $522.1 


General Electric Credit Corporation, a wholly owned noncon- 
solidated finance affiliate, engages primarily in consumer, com- 
mercial and industrial financing, principally in the U.S. It also 
participates, to a lesser degree, in life insurance and fire and 
casualty insurance activities. Products of companies other than 
General Electric constitute a major portion of products financed 
by GECC. 


Industrial Products and Components includes components 
(appliance controls, small motors and electronic components); 
industrial capital equipment (construction, automation and trans- 
portation); maintenance, inspection, repair and rebuilding of 
electric, electronic and mechanical apparatus; and a network of 
supply houses offering products of General Electric and other 
manufacturers. 
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Power Systems includes steam turbine-generators, gas tur- 
bines, nuclear power reactors and nuclear fuel assemblies, 
transformers, switchgear, meters, and installation and mainte- 
nance engineering services. 


for internal corporate purposes, and also for industry segment 
reporting purposes, to a method based on change in individual 
component average nonfixed investment. Net earnings amounts 
by industry segment for 1979 reflect the revised method. For 
comparative purposes, 1978 amounts have been restated down- — 
ward for Power Systems and Foreign Multi-industry Operations 
by $8.9 million and $1.9 million, respectively, with an offsetting 
increase in general corporate items and eliminations. The impact 
of the change would not be material to the amount of, or trend in, 
earnings of other industry segments for 1978 or to amounts and 
trends reported for years prior to 1978 for any industry segment. 
Therefore, no other restatements have been made. 

Other allocation procedures for computing net earnings are 
unchanged. Interest and other financial charges of affiliated 
companies recognize that such companies generally service 
their own debt. General corporate expenses are allocated princi- 
pally on the basis of cost of operations, with certain exceptions 
and reductions which recognize the varying degrees to which 
affiliated companies maintain their own corporate structures. In 
addition, provision for income taxes ($953.4 million in 1979, 
$893.9 million in 1978) is allocated based on the total corporate 
effective tax rate, except for GECC and Natural Resources, 
whose income taxes are calculated separately. Minority interest 
($28.5 million in 1979, $28.9 million in 1978) is allocated to oper- 
ating components having responsibility for investments in con- 
solidated affiliates. 

In general, it is GE’s policy to price internal sales as nearly 
as practicable to equivalent commercial selling prices. 


Technical Systems and Materials consists of jet engines for 
aircraft, industrial and marine applications; electronic and other 
high-technology products and services primarily for aerospace 
applications and defense; materials (engineered plastics, sili- 
cones, industrial cutting materials, laminated and insulating ma- 
terials, and batteries); medical and communications equipment; 
and time sharing, computing, and remote data processing. 


Natural Resources includes the mining of coking coal (princi- 
pally in Australia), uranium, steam coal, iron, and copper. In 
addition, it includes oil and natural gas production, ocean ship- 
ping (primarily in support of mining operations) and land acquisi- 
tion and development. 


Foreign Multi-industry Operations consists principally of for- 
eign affiliates which manufacture products primarily for sale in 
their respective home markets. 


Net earnings for industry segments in prior Annual Reports 
included allocation of corporate interest income, expense and 
other financial charges to parent company components based 
principally on cash flow. Commencing in 1979, the allocation of 
these items to parent company components has been changed 


ett ttti‘iS 


Geographic segment information 


Se 


ak Revenues 
(In millions) For the years ended December 31 
Total revenues Intersegment sales External sales and other income 
1979 1978 1977 1979 1978 1977 1979 1978 1977 
United States $18,859.2 $16,443.1 $14,560.4 $466.9 $362.6 $340.3 $18,392.3 $16,080.5 $14,220.1 
Far East including Australia 1,182.8 1,108.8 1,056.2 279.5 241.8 204.0 903.3 867.0 852.2 
Other areas of the world 3,813.8 3,270.4 2,916.7 129.4 145.1 80.1 3,684.4 3,125:3 2,836.6 
Elimination of intracompany 
transactions (875.8) (749.5) (624.4) (875.8) 749.5) (624.4) — — _ 
Total $22,980.0 $20,072.8 $17,908.9 Sai oS = $ — $22,980.0 $20,072.8 $17,908.9 


Geographic segment information is based on the location of the 


operation furnishing goods or services. Included in United States 


revenues were export sales to unaffiliated customers of $2,772. 1 
million in 1979, $2,570.7 million in 1978 and $2,101.2 million in 
1977. Of such sales, $1,581.3 million in 1979 ($1,661.9 million in 


Net earnings 
For the years ended December 31 


1979 1978 1977 

United States $1,119.88 $ 9606 $ 846.3 

Far East including Australia 173.9 1704 161.6 

Other areas of the world 119.5 103.6 83.5 
Elimination of intracompany 

transactions (4.4) (4.6) (3.2) 


Total $1,408.8 $1,229.7 $1,088.2 


Revenues, net earnings and assets associated with foreign op- 
erations are shown in the tabulations above. At December 31, 
1979, foreign operation liabilities, minority interest in equity and 
GE interest in equity were $2,101.1 million, $139.0 million and 
$1 ,809.1 million, respectively. On a comparable basis, the 
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1978 and $1,216.9 million in 1977) were to customers in Europe, 
Africa and the Middle East; and $741.2 million in 1979 ($498.1 
million in 1978 and $574.2 million in 1977) were to customers in 
the Far East including Australia. U.S. revenues also include roy- 
alty and licensing income from unaffiliated foreign sources. 


Assets 
At December 31 
1979 1978 1977 
$12,693.1 $11,410.4 $10,491.5 
842.1 888.5 871.2 
3,207.2 2,826.8 2,414.8 
(97.9) (89.7) (80.7) 


$16,644.5 $15,036.0 $13,696.8 


amounts were $1,909.4 million, $150.3 million and $1 ,655.6 mil- 
lion, respectively, at December 31, 1978, and $1,798.7 million, 
$131.3 million and $1,356.0 million, respectively, at December 
31.1 9er 


Management's discussion and 
analysis of statement of earnings 


General: The financial statements and related notes pro- 
vide detailed information about operating results, financial 
position, and changes therein, for the years 1979 and 
1978. Summary data for the last ten years are on pages 
46 and 47. 

Because of the diversity of the Company’s business, 
comments about the relative impact of physical volume 
and selling prices on year-to-year changes in sales can 
only be generalized. However, it is estimated that greater 
volume accounted for somewhat more than one-half of the 
increase of $2.8 billion, or 14%, in 1979 sales from 1978. 
Sales for 1978 increased $2.1 billion (12%) from 1977, 
and it is estimated that about two-thirds of the increase 
resulted from higher volume. 

Operating costs are summarized in the table on 
pages 46 and 47. Principal elements of operating costs for 
1979 and 1978 are in note 2 to the financial statements. 
Despite good productivity gains, increased material and 
labor costs had some adverse impact on the operating 
margin rate, which was 9.5% in 1979 compared with 
10.0% in 1978 and 9.7% in 1977. However, operating 
margin dollars in 1979 were $172.0 million higher than in 
1978, which were $259.9 million higher than in 1977. 

Other income from a variety of operating and non- 
Operating sources was $519.4 million, or 24%, more in 
1979 than in 1978. Major sources of other income are 
shown in note 4 to the financial statements. From 1977 to 
1978, other income increased $28.7 million, or 7%. Princi- 
pal 1978 increases were from interest on a higher average 
level of marketable securities and bank deposits, which 
was partially offset by lower income from associated com- 
panies and a nonconsolidated uranium mining affiliate. 

Interest and other financial charges were 15% more 
in 1979 than 1978 due to higher interest rates. The 1978 
interest expense was up 12% from 1977, principally be- 
cause of increased offshore borrowings and higher do- 
mestic interest rates. 

Provision for income taxes was $59.5 million higher in 
1979 than 1978, although the effective tax rate was lower 
(39.9% for 1979 compared with 41.5% for 1978 and 40.9% 
for 1977) because of the lower U.S. federal tax rate. 


Industry segment results: Financial data by industry seg- 
ment for 1977 through 1979 are presented on pages 42 
through 44. Detailed comments on 1979 results compared 
with 1978 are included on pages 6 through 21. Reference 
should be made to those comments, as well as to the 
summary of revenues and net earnings for the last five 

-years, which also is presented on pages 6 through 21.A 
résumé of significant items comparing 1979 with 1978, 
and 1978 with 1977, is included below. 

Consumer Products and Services’ revenues in 1979 
were ahead of 1978 in all major businesses, although the 
rate of increase slackened some toward the end of 1979. 
Earnings were also up, despite the continuing cost-price 


squeeze resulting from extreme cost inflation experienced 
throughout the year. General Electric Credit Corporation 
had another year of much improved earnings. Consumer 
Products and Services’ 1978 revenues and earnings, 
including GE Credit Corporation, were up 15% and 17%, 
respectively, from 1977, with all major businesses contrib- 
uting to the improvements, although major appliance mar- 
gin rates were slightly lower as a result of the cost-price 
squeeze. 

Industrial Products and Components achieved strong 
earnings improvement in 1979 on good increases in reve- 
nues. All major businesses in the segment shared in the 
growth over 1978. Industrial Products and Components’ 
revenues for 1978 were up 12% from 1977 and earnings 
were up 17%, with all major businesses contributing to the 
increases. 

Power Systems also had good earnings gains in 1979 
on virtually flat revenues. The increase in earnings, partic- 
ularly in turbine-generator operations, was the result of 
important gains in productivity and more effective utiliza- 
tion of working capital. These improvements were partially 
offset by the fact that selling prices on contracts taken at 
firm prices several years ago were not adequate to cover 
current cost inflation. Nuclear operations continued to in- 
cur a loss, although less than in prior years. Power Sys- 
tems businesses’ earnings in 1978 were 23% higher than 
in 1977 on an 8% revenue increase. Large steam turbine- 
generator and power delivery products were principal 
contributors. The nuclear business operated at a loss in 
1978 as it had in the previous two years. 

Technical Systems and Materials had strong 1979 
earnings increases on substantially higher revenues. En- 
gineered materials again had sharply higher earnings and 
sales. Aircraft engine also had a good increase in earn- 
ings from sharply higher sales. Technical Systems and 
Materials’ revenues and earnings were up 14% and 12%, 
respectively, in 1978 from 1977. All major business ele- 
ments contributed to the increases. 

Natural Resources’ 1979 earnings were ahead of 
those for 1978 on higher revenues. A sharp improvement 
in Canadian operations, principally as a result of higher 
world market prices for copper, gold, silver and molybde- 
num, was the major factor in the earnings gain. Natural 
Resources’ revenues were 7% higher in 1978 than in 
1977, but earnings were down 8%. Australian coking coal 
shipments were about the same as for 1977, but earnings 
were lower, principally because of a miners’ strike of 
nearly seven weeks and higher Australian taxes. Lower 
uranium earnings and losses from Brazilian iron ore oper- 
ations also contributed to the earnings decrease from 
19773 

Foreign Multi-industry’s earnings for 1979 were down 
somewhat on modestly higher revenues. Lower earnings 
were due in part to 1978's nonrecurring gain from sale of 
GE’s interest in the German lamp manufacturer, Osram 
GmbH. Latin American operations experienced generally 
slower sales growth and had lower earnings. Canadian 
General Electric had strong sales and earnings improve- 
ments. Foreign Multi-industry’s earnings for 1978, includ- 
ing the nonrecurring gain, were up 7% on 8% higher 
revenues. 
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Ten-year summary (a) 


2. 


(Dollar amounts in millions; per-share amounts in dollars) 


Summary of operations 
Sales of products and services to customers 


Cost of goods sold 

Selling, general and administrative expense 

Depreciation, depletion and amortization 

Operating costs 

Operating margin 

Other income 

Interest and other financial charges 

Earnings before income taxes and minority interest 

Provision for income taxes 

Minority interest 

Net earnings 
Earnings per common share (b) 
Dividends declared per common share (c) 
Earnings as a percentage of sales 
Earned on average share owners’ equity 


Dividends—General Electric 

Dividends—Utah International Inc. (d) 

Shares outstanding—average (in thousands) (e) 
Share owner accounts—average 

Market price range per share (c) (f) 
Price/earnings ratio range (c) 


Current assets 

Current liabilities 

Working capital 

Short-term borrowings 

Long-term borrowings 

Minority interest in equity of consolidated affiliates 
Share owners’ equity 

Total capital invested 


Earned on average total capital invested 
Share owners’ equity per common share-year end (b) 


Property, plant and equipment additions 
Employees—average worldwide 


(a) Unless specifically noted, all years are adjusted to include Utah Inter- 
national Inc., which became a wholly owned affiliate of General Elec- 
tric on December 20, 1976, through the exchange of 41,002,034 
shares of General Electric common stock for all of the outstanding 
shares of Utah. 

(b) Computed using outstanding shares as described in note (e). 

(c) For General Electric common stock as reported in the years shown. 

(d) Reflects transactions prior to merger date. 
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1979 1978 1977 1976 1975 
$22,460.6 $19,653.8 $17,518.6 $15,697.3 $14,105.1 
15,990.7. 13,915.1 12,287.7 11,048.3 10,209.8 
3,715.9 3,204.4 3,010.8 2,634.9 2,238.2 
624.1 576.4 522.1 486.2 470.5 
20,330.7. + 17,695.9 15,820.6 14,169.4  12,918.5 
2,129.9 1,957.9 1,698.0 1,527.9 1,186.6 
519.4 419.0 390.3 274.3 174.2 
(258.6) (224.4) (199.5) (174.7) (186.8) 
2,390.7 2,152.5 1,888.8 1,627.5 1,174.0 
(953.4) (893.9) (773.1) (668.6) (459.8) 
(28.5) (28.9) (27.5) (28.3) (25.7) 

$ 1,408.8 $ 1,229.7 $ 1,088.2 $ 9306 $ 688.5 
$ 6.20 $ 75.39 $ 4.79 $ “4.1200 Sree 
$ 2.75. $° 2.50% S$ 821108 $4770 eee 
6.3% 6.3% 6.2% 5.9% 4.9% 
20.2% 19.6% 19.4% 18.9% 15.7% 

$¢ 623.6 $ 5698 $ 476.9 $ 3325 $ 2931 
— — — .$ 28.3 sooo 

227 ATE 227,985 227,154 225,791 224 262 
540,000 552,000 553,000 566,000 582,000 
55-45 575%2-48%  574-47% 59%4-46 527%/-32% 
9-7 11-8 12-10 14-11 17-10 

$ 9,384.5 $ 8,755.0 $ 7,865.2 $ 6,685.0 $ 5,750.4 
6,871.8 6,175.2 5,417.0 4,604.9 4,163.0 

$ 2.5127 $ 2,579.8 $ 2,448.2 $ 2080.1) Seioeee 
$ 871.0 $ 960.3. $ .772.1 $ 611.1 Soeeeome 
946.8 993.8 1,284.3 1.82233 1,239.5 
151.7 150.8 131.4 119.0 104.6 
7,362.3 6,586.7 5,942.9 5,252.9 4,617.0 

$ 9331.8 $ 8691.6 $ 8130.7 $ 7,305.3 $ 6,628.3 
17.6% 16.3% 15.8% 15.1% 12.5% 

$ 32.31 $° 28.889: $ 26.05\ °$ “2348 gece e 
$ 1,262.3 $ 1,055.1 $ 8225 $ 7404 $ 588.2 
405,000 401,000 384,000 380,000 380,000 


(e) Includes General Electric outstanding average shares or year-end 


shares as appropriate plus, in 1976 and prior years, outstanding 
shares previously reported by Utah multiplied by 1.3. Adjustments 


have been made for a two-for-one GE stock split in 1971 and the two- 
for-one Utah stock split effected in the form of stock dividends in 1973. 


Represents high and low market prices as reported on New York 
Stock Exchange through January 23,1976, and as reported on the 
Consolidated Tape thereafter. 


SE OT I IEEE LSE SE ERAN TRIE OT, LEIS ELSE LE LATTE I LL 


1974 1973 1972 1971 1970 


[nnn EEE EInEnEn US nS NSU 


$13,918.2 $11,944.66 $10,473.7 $9,556.7 $8,833.8 


10,092.2 8,445.4 7,381.2 6,808.9 6,183.5 
2,240.3 2,057.6 1,872.2 1,686.3 1,718.4 


415.0 371.9 343.7 289.5 348.1 
12,747.5  10,874.9 9,597.1 8,784.7 8,250.0 
1,170.7 1,069.7 876.6 772.0 583.8 
206.7 202.9 207.3 176.6 WIAA 
(196.5) (142.8) (120.8) (102.1) (105.5) 
1,180.9 1,129.8 963.1 846.5 606.0 
(457.4) (456.5) (385.5) (332.8) (237.2) 
(18.2) (11.9) (5.0) (4.2) (5.8) 


peeer05.o 6 66 )6CU6614 6S 5572.6 % 509.5 $ 363.0 


$ SHiOe 297 4 $ ero: $5230 Sims 1-66 
$ 1.60 §$ 1250 —$ 1.40 $ 1.38 $: 91:30 
5.1% 5.5% 5.970 5.3% 4.1% 
17.8% 18.4% 17.5% 17.2% 13.4% 


eeeol2. > 272.9 $ 254.8 $ 249.7 $ 235.4 
$ 23.9 $ 140°. $ 12.8 $ 611.4 $ 8.9 
222,921 222,631 222,503 221,991 218,938 
566,000 543,000 542,000 529,000 535,000 
65-30 75%-59 73-58% 66%-46% 47%-30% 
SES) 24-17 25-20 26-18 PASE 


$ 5,334.4 $ 4,597.4 $ 4,056.8 $3,700.0 $3,383.1 
4,032.4 3,588.2 2,920.8 2,893.8 2,689.4 
o01,302.0 $ 1,009.2 $ 1,136.0 $ 806.2 $ 693.7 
$ 6559 $ 6756 $ 453.3 S08167 $ 670.2 
1,402.9 1,166.2 Tit Oate2 1,016.2 691.3 
86.4 62.4 53.4 50.4 45.0 
4,172.2 3,774.3 3,420.2 3,105.4 2,019.1 
mecoi7.4 $ 5,678.5 $ 5,118.1 $4,753.7 $4,225.6 
13.4% 13.7% 12.7% 12.3% 10.2% 

Pee ig65 $ 16.94 $ 15.35 $ 13.96 Camlear 2 


feoi2.9 $ 734.6 $ 9500.8 $ 710.8 $ 685.3 
409,000 392,000 373,000 366,000 398,000 


Supplemental information 


Dividends declared 


(Cents per share) 1979 1978 
First quarter 65¢ 55¢ 
Second quarter 70 65 
Third quarter 70 65 
Fourth quarter 70 65 


General Electric common stock market prices 


(High and low by quarter) 1979 1978 

First quarter $50%e $452 $49%e $43% 
Second quarter 51% 46% 54% 45% 
Third quarter 55% 49% 57% 49% 
Fourth quarter 52% 45 53% 45% 


Form 10-K and other supplemental information 
The information in the financial statements in this Report, in the 
opinion of management, substantially conforms with or exceeds 
the information required in the annual statements constituting 
part of the ‘“10-K Report” submitted to the Securities and Ex- 
change Commission. Certain supplemental information, consid- 
ered nonsubstantive, is included in that report, however, and 
copies will be available without charge from: Investor Relations, 
General Electric Company, Fairfield, Connecticut 06431. 
Copies of the General Electric Pension Plan, the Summary 
Annual Report for GE employee benefit plans subject to the Em- 
ployee Retirement Income Security Act of 1974, and other GE 
employee benefit plan documents and information are available 
by writing to Investor Relations and specifying the information 
desired. 


Transfer Agents 

General Electric Company 
Securities Transfer Operation 
570 Lexington Avenue 

New York, New York 10022 


The First National Bank of Boston 
Shareholder Services Division 
P.O. Box 644 

Boston, Massachusetts 02102 
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GE Research and Development at new high: Seeking 
new earnings growth by accelerating innovation and in- 
creasing productivity, GE increased 1979 expenditures on 
research and development to a record $1,440 million, up 
13%,with the Company-funded portion amounting to $640 
million, 23% above 1978. The remaining $800 million 

was performed under contract, primarily for U.S. govern- 
ment agencies. 

During 1979, the Company announced plans for a 
$50-million expansion of its corporate Research and De- 
velopment Center, with over half of this amount going into 
building one of U.S. industry’s most modern electronics 
and computer science laboratories. The Center is also 
constructing a $7-million programmable process facility 
for making custom integrated circuits in Syracuse, N.Y. 


General Electric's commitment to research and de- 
velopment was also signaled by continued strengthening 
of the more than 100 other laboratories associated with 
product operations. A large-scale integrated circuit facility 
began operation at Utica, N.Y., adding to the Company’s 
capability for developing the advanced electronic micro- 
circuits needed for the 1980s. 

To accelerate technology transfer within the 
Company, GE established a Corporate Technology Coun- 
cil bringing together the Company’s technical leaders, in- 
cluding a Sector Technologist from each Sector. 

Significant R&D areas pictured below include work 
on solid-state television cameras for use in automated 
inspection systems (left) and on a new family of superior 
engineering plastics — Arnox® epoxy resins. 


